CERTIFICATE FOR ORDINANCE

THE STATE OF TEXAS §
COUNTY OF TRAVIS §

I, the undersigned City Clerk of the City of Austin, Texas (City), certify as follows:

1. The City Council of the City of Austin convened in regular meeting on the 12th day
of February, 2009, in the Council Chambers at City Hall, 301 West 2nd Street, Austin, Travis
County, Texas, and the roll was called of the officials and members of the City Council:

Will Wynn, Mayor

Brewster McCracken, Mayor Pro Tem
Sheryl Cole, Council Member

Lee Leffingwell, Council Member
Mike Martinez, Council Member
Laura Morrison, Council Member
Randi Shade, Council Member

and all of said persons were present, thus constituting a quorum. Among other business, the
following was transacted at this meeting an

ORDINANCE AUTHORIZING THE DELIVERY OF AN ALTERNATE LETTER
OF CREDIT FOR THE CITY’'S AIRPORT SYSTEM VARIABLE RATE
REVENUE NOTES, SERIES A; AND AUTHORIZING THE EXECUTION AND
DELIVERY OF RELATED DOCUMENTS

was introduced for the consideration of the City Council and properly considered. It was then
moved and seconded that this ordinance be adopted; and, after due discussion, the motion, carrying
with it the adoption of this ordinance, prevailed and carried by the following vote:

AYES: 7
NOES: 0

ABSTENTIONS: 0

AUST70/10002

Austin 1053504v.5



2, That a true, full and correct copy of the ordinance adopted at the meeting described
above is attached to and follows this certificate; that this ordinance has been duly recorded in the
City Council's minutes of the February 12, 2009, meeting; that the above paragraph is true, full and
correct and that its contents are stated in the City Council's minutes of the meeting pertaining to the
adoption of this ordinance; that the persons named in the above paragraph are the duly chosen,
qualified, and acting officers and members of the City Council as indicated above; that each of the
officers and members of the City Council was duly and sufficiently notified, in advance, of the date,
hour, place, and purpose of the meeting, and notified that the ordinance would be introduced and
considered for adoption at the meeting, and each of these officers and members consented, in
advance, to the holding of the meeting for such purpose; that the meeting was open to the public as
required by law; and that public notice of the date, hour, place and subject of the meeting was given
as required by the Texas Open Meetings Act.

SIGNED AND SEALED this _Febiasy (T, 2004

o, (I Ao

City Clerk, J /
City of Austin, Texas

(SEAL)
““\lll | mn,,”
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ORDINANCE NO. 20090212-022

AN ORDINANCE AUTHORIZING THE DELIVERY OF AN ALTERNATE
LETTER OF CREDIT FOR THE CITY’S AIRPORT SYSTEM VARIABLE
RATE REVENUE NOTES, SERIES A; AND AUTHORIZING THE
EXECUTION AND DELIVERY OF RELATED DOCUMENTS.

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:
PART 1. FINDINGS:

(A) Pursuant to Ordinance No. 98-0205-A (Authorizing Ordinance), the
City, issued and has outstanding its Airport System Variable Rate Revenue Notes,
Series A (Series A Notes) in the principal amount of $28,000,000.

(B) The Authorizing Ordinance contains certain capitalized terms that are
also used in this Ordinance. Unless otherwise defined, those terms have the same
meaning in this Ordinance as they do in the Authorizing Ordinance.

(C©) In connection with the issuance of the Series A Notes, Morgan
Guaranty Trust Company of New York (now JPMorgan Chase Bank, National
Association) issued and delivered its Irrevocable Letter of Credit No. S-858507
(Original Letter of Credit) and the City and Morgan Guaranty Trust Company of
New York (now JPMorgan Chase Bank, National Association) entered into a
Letter of Credit and Reimbursement Agreement, dated February 5, 1998 (Original
Reimbursement Agreement).

(D) The Original Letter of Credit expires on February 23, 2009
(Expiration Date), and Council finds it necessary to cause an alternate letter of
credit (Alternate Letter of Credit) to be delivered for the Series A Notes by State
Street Bank and Trust Company (Bank) in accordance with the Authorizing
Ordinance.

(E) In connection with the delivery of the Alternate Letter of Credit, the
City Council finds it necessary to (1) authorize the execution and delivery of {(a) a
Letter of Credit and Reimbursement Agreement between the City and the Bank
(Reimbursement Agreement), (b) a Letter Agreement beiwecn the City and the
Bank (Letter Agreement) and (c) a Custody Agreement among the City, the Bank
and The Bank of New York Mellon Trust Company, N.A., as Paying
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Agent/Registrar (Custody Agreement), and (2) approve and authorize the use of a
Remarketing Memorandum for the remarketing of the Series A Notes.

(F) The Authorizing Ordinance requires the mandatory tender for
purchase of the Series A Notes upon the expiration and replacement of the Original
Letter of Credit, on the fifth day preceding the Expiration Date.

(G) The Paying Agent/Registrar has provided notice of the mandatory
tender to the Owners of the Series A Notes.

(H) The City is authorized to cause the delivery of the Alternate Letter of
Credit and to authorize, execute, and deliver the Reimbursement Agreement
pursuant to Chapter 1371, Texas Government Code.

PART 2. AUTHORIZATION

(A) The City Council authorizes the delivery of the Alternate Letter of
Credit in substantially the form attached to the Reimbursement Agreement. The
Mayor, City Manager, the Aviation Director, the Chief Financial Officer, the City
Clerk, and all other officers of the City are authorized and directed to take all
actions necessary or desirable to cause the delivery of the Alternate Letter of Credit
in accordance with the Authorizing Ordinance and this Ordinance.

(B) The City Council authorizes negotiation, execution, and delivery of
(1) the Reimbursement Agreement, dated as of February 1, 2009, between the City
and the Bank, in substantially the form attached as Exhibit A, (2) the Letter
Agreement, dated as of February 1, 2009, between the City and the Bank, in
substantially the form attached as Exhibit B, and (3) the Custody Agreement, dated
as of February 1, 2009, among the City, the Bank and the Paying Agent/Registrar,
in substantially the form attached as Exhibit C. The City Manager or, in his
absence, any Assistant City Manager is authorized to negotiate, execute, and
deliver the Reimbursement Agreement, the Letter Agreement and the Custody
Agreement, with such changes as may be approved by the City Manager, or such
other Assistant City Manager. The execution of the Reimbursement Agreement,
the Letter Agreement and the Custody Agreement is conclusive evidence the City
approved each of these documents.

(C) The City Council authorizes, ratifies, and approves the preparation,
distribution, and use of the Remarketing Memorandum (in substantially the form
attached as Exhibit D. To the extent required, the Remarketing Memorandum is
“final” as of its date for purposes of compliance with Rule 15¢2-12 of the
Securities and Exchange Commission.
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(D) The Paying Agent/Registrar and the Tender Agent are authorized and
directed to take all actions and give all notices as may be necessary or appropriate
to effect the mandatory tender of the Series A Notes and the delivery of the
Alternate Letter of Credit, and the City ratifies and approves all prior actions taken
by the Paying Agent/Registrar and the Tender Agent relating to the giving of
notice of the mandatory tender of the Series A Notes and the delivery of the
Alternate Letter of Credit.

PART 3. FURTHER PROCEDURES. The Mayor, the City Manager, the
Aviation Director, the Chief Financial Officer, the City Clerk and all other officers
of the City are authorized and directed to do any and all things necessary or
appropriate to carry out the terms of this Ordinance.

PART 4. SEVERABILITY. If any part, paragraph, clause or provision of this
Ordinance is for any reason held to be invalid or unenforceable, the invalidity or
unenforceability of such part, paragraph, clause or provision shall not affect any of
the remaining provisions of this Ordinance.

PART 5. OPEN MEETING. The City posted sufficient written notice of the
date, hour, place and subject of the meeting of the City Council at which this
Ordinance was adopted at a place convenient and readily accessible at all times to
the general public at the Austin City Hall for the time required by the Open
Meetings Act, Chapter 551, Texas Government Code. This meeting was open to
the public as required by law at all times during which this Ordinance and its the
subject matter were discussed, considered and formally acted upon. The City
Council ratifies, approves and confirms such written notice and the contents and its
posting.

PART 6. EFFECTIVE IMMEDIATELY. Notwithstanding the provisions of
the City Charter, this Ordinance shall become effective immediately upon its
adoption at this meeting pursuant to Section 1201.028, Texas Government Code.

PART 7. REPEALER. All orders, resolutions and ordinances, or their parts that
are inconsistent with this Ordinance are repealed only to the extent needed to
eliminate the inconsistency.

[Execution Page Follows]
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PASSED AND APPROVED

February 12 , 2009

APPROVED:

(DA

~ David Allan Smith D)
City Attqrney

Will Wynn
Mayor

%
ATTEST: \AWQJ.«(&, J
> .

Shirley &f\ Gentry
City Clerk
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EXHIBIT A

W&S Draft
2/05/06

LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT

dated as of February 1, 2009

between

CITY OF AUSTIN, TEXAS

and

STATE STREET BANK AND TRUST COMPANY

$28,000,000
CITY OF AUSTIN, TEXAS
AIRPORT SYSTEM VARIABLE RATE REVENUE NOTES
SERIES A
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LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT

LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT dated as of February
I, 2009, between the CITY OF AUSTIN, TEXAS, a political subdivision of the State of Texas
(the "City™}, and STATE STREET BANK AND TRUST COMPANY, a state-chartered trust
company organized under the laws of the Commonwealth of Massachusetts (the "Bank").

WHEREAS, the City adopted Ordinance No. 950817-B on August 17, 1995 (as amended
and restated by the Ordinance No. 98-0205-A adopted on February 5, 1998, the "Ordinance”)
providing for the issuance of not exceeding $28,000,000 of its Airport System Variable Rate
Revenue Notes, Series A (the "Notes™),

WHEREAS, the payment of the principal of and interest on the Notes had previously
been enhanced by a direct-pay letter of credit (the "Prior Letter of Credit") issued by Morgan
Guaranty Trust Company of New York (the "Prior Credit Issuer”) in favor of the Paying
Agent/Registrar (such term, and each other capitalized term used herein, having the meaning
assigned to such term in, or in accordance with, Article I hereof) for the benefit of the holders of
the Notes; and

WHEREAS, the City has determined to not extend the Prior Letter of Credit for the
Notes; and

WHEREAS, in order to enhance the marketability of the Notes, the City has requested
the Bank to issue an irrevocable, direct-pay letter of credit in the form attached hereto as Exhibit
A (such letter of credit or any successor or substitute letter of credit issued by the Bank herein
individually and collectively referred to as the "Letter of Credit”) in the face amount of
$28,702,000 of which (a) $28,000,000 shall support the payment of principal or portion of the
purchase price correspending to principal of the Notes, and (b) $702,000 shall support the
payment of up to [61] days’ interest or portion of the purchase price corresponding to interest on
the Notes at an assumed interest rate of 15% per annum (computed on the basis of a 365-day
year and actual days elapsed).

NOW, THEREFORE, in consideration of the premises and other good and valuable
consideration, including the covenants, terms and conditions hereinafter appearing, and to induce
the Bank to issue the Letter of Credit, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS
Section 1.01. Definitions.

(a) Capitalized terms used herein but not otherwise defined in subscction (b)
below or elsewhere herein shall have the meanings given to them in the Ordinance.

(b) The following terms, as used herein, shall have the following meanings:



"Act” shall mean, collectively, Chapters 1371 and 1503, Texas Government Code, and
Chapter 22, Texas Transportation Code.

"Agreement" shall mean this Letter of Credit and Reimbursement Agreement, as the same
may be amended or supplemented from time to time.

"Airport” shall mean the air carrier airport developed, constructed and operated by the
City pursuant to the City-wide election held within the City on May 1, 1993, and designated as
the Austin-Bergstrom International Airport (ABIA).

"Airport Obligations" shall have the meaning assigned thereto in the Ordinance.

"dirport System" shall mean all airport, heliport and aviation facilities, or any interest
therein, now or from time to time hereafter owned, operated or controlled in whole or in part by
the City, including the Airport, together with all properties, facilities and services thereof, and all
additions, extensions, replacements and improvements thereto, and all services provided or to be
provided by the City in connection therewith, but expressly excluding (i) any heliport or
heliports operated by City Departments other than the Aviation Department, and (ii) the Mueller
Airport Property.

"Alternate Letter of Credit" shall mean an alternative letter of credit or other facility
mceting the requirements of an "Alternate Letter of Credit" set forth in the Ordinance.

"Amortization Commencement Date" shall have the meaning assigned to that term in
Section 2.04(a) hereof.

"Annual Filing" shall mean the annual financial information, if any, to be provided by the
City pursuant to the continuing disclosure undertaking of the City with respect to the Notes
pursuant to Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended.

"Authorized Officer” shall mean, with respect to the City, (a) the Aviation Director, (b)
such other person or persons at the time designated to act on behalf of the City in matters relating
to this Agreement as evidenced by a written certificate furnished to the Bank containing the
specimen signature of such person or persons and signed on behalf of the City, and {c) any other
duly authorized officer of the City whose authority to execute any particular instrument or take a
particular action under this Agreement shall be evidenced to the satisfaction of the Bank.

"Bank" shall mean State Street Bank and Trust Company, and its successors and assigns.

"Bank Noteholder" shall mean the Bank (in its capacity as owner (which shall include the
beneficial owner if the Notes are Book-Entry Notes) of Bank Notes pursuant to this Agreement)
and any assignee or other Person to whom the Bank has sold Bank Notes or beneficial interests
therein pursuant to Section 2.06(d) hereof.

"Bank Notes" shali mcan Notes purchased with a Liquidity Advance, until such Notes are
remarketed in accordance with Section 2.06 hereof or ceasc to bear interest at the Bank Rate
pursuant to Section 2.06(b) hereof, and shall further be "Escrow Series A Notes" for purposes of
the Ordinance.



"Bank Rate" shall mean, with respect to any Bank Note, and subject to Section 2.04(c)
hereof, (a) for the period from and including the Purchase Date for such Bank Note to (but not
including) the 61% calendar day following the related Purchase Date, the Base Ratc plus two
percent (2.00%), and (b) from (and including) the 61% calendar day following the date of
following the date of the Liquidity Advance relating to such Bank Note and thereafter (and
assuming the conditions for the creation of a Term Loan have been satisfied pursuant to Section
2.03(b)), to and including the date such Bank Note is required to be paid, the rate per annum
equal to the Base Rate from time to time in effect plus three percent (3.00%); provided that from
the occurrence and during the continuation of an Event of Default, the Bank Rate shall be equal
to the Default Rate; and provided further that the Bank Rate may never exceed the Maximum
Rate.

"Bank's Lending Office” shall mean the office of the Bank specified in Scction 7.04
hereof or any different office for which the Bank has furnished notice thereof to the City and the
Paying Agent/Registrar pursuant to Section 7.04 hereof.

"Base Rate” shall mean , for any day, a fluctuating ratc of interest per annum equal to the
higher of (i) the Federal Funds Rate in effect on such day plus one percent (1.00%), and (iii) the
Prime Rate in effect on such day; provided, that the Base Rate shall not exceed the Maximum
Rate at any time. Each change in the Base Rate shall take effect simultaneously with the
corresponding change or changes in the Prime Rate or the Federal Funds Rate, as the case may
be.

"Book Entry Notes” shall mean the Notes so long as the book entry system with DTC and
its participants is used for determining beneficial ownership of the Notes.

"Business Day" shall mean any business day other than (i) a Saturday, Sunday or any
other day on which banks located in the City of Austin, Texas, and the City of New York, New
York, are authorized or required by law or executive order to remain closed, (ii) a day on which
the office of the Bank at which it will pay draws or advances are required or authorized to be
closed, or (iii) a day on which the New York Stock Exchange is closed.

"City" shall mean the City of Austin, Texas, and, where appropriate, the City Council
thereof, or any successor thereto as owner and operator of the Airport System.

"Closing Date" shall mean the date on which the Notes were initially issued by the City.

"Code" means the Internal Revenue Code of 1986, as amended from time to time, and all
rules and temporary, proposed or final regulations from time to time promulgated thereunder.

"Conversion Date" shall mean the date on which the City Converts all of the Notes to an
Interest Rate Period other than a Weekly Interest Rate Period.

"Convert” or "Converted" or "Conversion" shall mcan, with respect to any Note, a change
- or conversion of the Intcrest Rate Period to other than a Weekly Interest Rate Period.



"Custody Agreement” shall mean the Custody Agreement dated as of February 1, 2009
between the Paying Agent/Registrar and the Bank, as it may be hereafter modified in accordance
with the terms thereof.

"Debt” shall mean with respect to the City, all items that would be classified as a liability
in accordance with generally accepted accounting principles applicable to the City, consistently
applied, including, without limitation, (a) indebtedness or liability for borrowed money, or for
the deferred purchase price of property or services (including trade obligations); (b) obligations
as lessee under leases which should have been, or should be, recorded-as capital leases in
accordance with generally accepted accounting principles applicable to the City, consistently
applied; (c) current habilities in respect of unfunded benefits under employee benefit, retirement
or pension plans; (d) obligations issued for the account of any other Person; (e) all obligations
arising under acceptance facilities; (f) all Guarantees; (g) obligations secured by any mortgage,
lien, pledge, security interest or other charge or encumbrance on property, whether or not-the
obligations have been assumed and (h) obligations of the City under Interest Rate Protection
Agreements.

"Default” shall mean any occurrence, circumstance or event, or any combination thereof,
which, with the lapse of time and/or giving of notice, would constitute an Event of Defauit.

"Default Rate" shall mean the Base Rate from time to time in effect plus four percent
(4.00%), provided, that the Default Rate shall not exceed the Maximum Rate at any time,

"Defaulted Interest” shall mean accrued interest payable on a Note, which Note was not
paid when due under the terms of the Ordinance.

"Differential Interest Amount" shall mean, for any period and with respect to any Bank
Note, the difference (if positive) between (i) the amount of interest which has accrued and could
actually be paid on such Bank Note during such period at the Bank Rate or Rates in effect during
such period and (ii) to the extent received by the Bank, the amount of interest that would have
accrued on such Bank Note during such period had such Bank Note borne interest during such
period at the Note Rate.

"Dollars,” "US$,"” and "U/.S. Dollars” shall mean the lawful currency of the United States
of Amenica.

"DTC" shall mean The Depository Trust Company.

"Effective Date” shall mean the date on which all conditions precedent to the
effectiveness of this Agreement described in Section 3.01 of this Agreement have been satisfied
or waived by the Bank and the Letter of Credit has been issued and 1s in effect.

“Eligible Notes" shall mean any Notes bearing interest at a Weekly Interest Rate, other
than Notes owned by, for the account of, or on behalf of, the City, and excludes, in any event,
Bank Notes and Notes that have been removed from coverage under this Agreement by
redemption or defeasance, or substitution of an Alternate Letter of Credit.



"Environmental Law" shall mean any and all federal, state and local laws, regulations,
ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses,
agreements or other governmental restrictions relating to the environment or to emissions,
discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals
or industrial, toxic or hazardous substances or wastes into the environment including, without
limitation, ambient air, surface water, ground water, or land.

"ERISA" shall mean the Employee Retirement Income Security Act of 1974, as amended,
Or any SuUCCEssor statute.

"Event of Default" shall have the meaning assigned to that term in Section 7.01 hereof.

"Excess Note Interest Amount” shall have the meaning assigned to that term in
Section 2.04(c) hereof.

"Excess Note Interest" shall have the meaning assigned to that term in Section 2.04(c)
hereof.

"Expiration Date" shall have the meaning assigned thereto in the Letter of Credit.

"Federal Funds Rate" shall mean, for any day, the rate of interest per annum determined
by the Bank to be the weighted average rate for the overnight purchase by the Bank of federal
funds on such day (or if such day is not a day for trading in federal funds by and between banks
in the market, the next preceding day for such trading).

"Final Excess Note Interest Amount” shall have the meaning assigned to that term in
Section 2.04(c) hereof.

"Financing Documents" shall mean the Ordinance, the Tender Agreement, this
Agreement, the Custody Agreement, the Tax Agrcement, the Remarketing Memorandum, the
Remarketing Agreement and the Notes.

"Fiscal Year" shall mean the fiscal year of the City ending on September 30 of each
calendar year or such other fiscal ycar as may be adopted by the City from time to time to the
extent permitted hereunder.

"Governmental Agency” shall mean any national, statc or local government (whether
domestic or foreign), any political subdivision thereof or any other governmental, quasi-
governmental, judicial, public or statutory instrumentality, authority, body, agency, bureau or
entity (including any zoning authority, the Federal Deposit Insurance Corporation or the Federal
Reserve Board, any central bank or any comparable authority).

"Guarantee" by any Person shall mean any obligation, contingent or otherwise, of such
Person directly or indirectly guarantecing any Debt or other obligation of any othcr Person and,
without limiting the generality of the forcgoing, any obligation, direct or indirect, contingent or
otherwise, of such Person (i) to purchasc or pay (or advance or supply funds for the purchase or
payment of) such Debt or other obligation (whether arising by virtue of partnership
arrangements, by agreement to keep-well, to purchase assets, goods, securities or services, to
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take-or-pay, or to maintain financial statement conditions or otherwise) or {ii) entered into for the
purpose of assuring in any other manner the obligee of such Debt or other obligation of the
payment thereof or to protect such obligee against loss in respect thereof (in whole or in part),
provided, however, that the term Guarantec shall not include endorsements for collection or
deposit in the ordinary course of business. The tertn "Guarantee™ used as a verb has a
corresponding meaning.

"Interest Component” shall mean the portion of any Liquidity Advance or Term Loan, as
the case may be, corresponding to accrued interest, if any, on the Notes purchased therewith.

"Interest Payment Date" shall have the meaning assigned thereto in the Ordinance.
"Interest Rate Period" shall have the mecaning assigned thercto in the Ordinance.

"Interest Rate Protection Agreement” shall mean an interest rate swap, cap or collar
agreement or similar arrangement between any Person and a financial institution providing for
the transfer or mitigation of interest rate risks or currency or foreign exchange risks either
generally or under specific contingencies.

"Letter Agreement” shall mean the Letter Agreement dated as of the Effective Date
between the City and the Bank, as the same may be amended, modified or supplemented from
time to time in accordance with its terms.

"Letter of Credit" shall have the meaning assigned to that term in the fourth "Whereas"
clause in the recitals to this Agreement.

"Letter of Credit Amount " has the meaning ascribed in the Letter of Credit.

"Lien" shall mean, with respect to any asset, any mortgage, lien, pledge, charge, security
interest or encumbrance of any kind in respect of such asset. For the purposes of this
Agreement, the City shall be deemed to own subject to a Lien any asset which it has acquired or
holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital
lease or other title retention agreement relating to such asset.

"Liquidity Advance” shall have the meaning assigned thereto in Section 2.03 hereof.

"Liquidity Advance Due Date" shall have the meaning assigned thereto in Section 2,03
hereof.

"Liquidity Drawing" shall have the meaning assigned thereto in the Letter of Credit.
"LOC Redemption Account” shall have the meaning set forth in Section 5.13(a) hereof.

"Material Adverse Effect" shall mean a material adverse effect on (i) the business,
property, assets or condition (financial or otherwise), operations or prospects of the Airport
System, (ii) the ability of the City to perform its obligations under this Agreement or under the
Financing Documents to which it is a party, or (iii) the validity or enforccability of any of the
Financing Documents to which the City is a party or the rights or remedies of the Bank
thereunder



"Maximum Rate" shall mean the maximum net effective interest rate permitted to be paid
by law on the relevant obligation {as established and calculated in the manner prescribed by
Chapter 1204, Texas Government Code, or any successor provision).

"Moody 's" shall mean Moody’s Investors Service, Inc. and its successors and assigns.

"Mueller Airport Property” shall mean the property and facilities that comprised the
former Robert Mueller Municipal Airport, located within the City. The Mueller Airport Property
is not part of the Airport System.

"Net Revenues" shall have the meaning assigned thereto in the Ordinance.

"Non-Covered Interest Rate" means, with respect to any Note, a rate of interest other than
the Weekly Interest Rate.

"Noteowner” shall mean each Owner (which term has the meaning set forth in the
Ordinance).

"Note Rate" shall have the meaning set forth in Section 2.06(a) hereof.
"Note Register" shall mean the Register, as defined in the Ordinance.
"Notes" shall have the meaning set forth in the recitals hereof.
"Ordinance" shall have the meaning given such term in the recitals hereof.

"Quistanding” when used with regard to the Notes shall have the meaning assigned in the
Ordinance.

"Paying Agent/Regisirar” shall mean The Bank of New York Mellon Trust Company,
N.A,, in its capacity as Paying Agent/Registrar under the Ordinance, and any permitted
successors as Paying Agent/Registrar under the Ordinance.

"Person" shall mean an individual, a corporation, a partnership, an association, a trust or
any other entity or organization, including a government or political subdivision or an agency or
instrumentality thereof.

"Prior Lien Bonds" shall have the meaning assigned thereto in the Ordinance.

"Purchase Date" shall mean cach Business Day that is an optional tender date or
mandatory tender date pursuant to the Ordinance for the Notes bearing interest at a Weekly
Interest Rate.

"Quarterly Payment Date" shall mean the first Business Day of February, May, August
and Novembcr of cach year.

"Rating Agency" shall mean S&P or Moody’s or any successor or additional rating
agency that rates the Notes at the writlen request of the City with the prior written consent of the
Bank.



"Reimbursement Obligations" shall mean all obligations of the City to the Bank arising
under this Agreement, including without limitation, all obligations to reimburse the Bank for
draws made from time to time under the Letter of Credit, all obligations to pay the amounts due
under the Bank Notes, and all obligations to pay the amounts due under Article II and Article
VIL

"Remarketing Account” shall have the meaning assigned thereto in the Ordinance.

"Remarketing Agent" shall have the meaning assigned thereto in the Ordinance, and for
the Notes, shall initially be Citigroup Global Markets Inc.

"Remarketing Agreement"” shall have the meaning assigned thereto in the Ordinance.

"Remarketing Memorandum™ shall mean the Remarketing Memorandum of the City,
dated February ___, 2009, relating to the offering of the Notes and any supplement thereto used
with respect to the Notes.

"Revenue Bonds" shall have the meaning assigned thereto in the Ordinance.

"Sale Date" shall have the meaning assigned to that term in Section 2.06(a) hereof, and
shall additionally mean any other date that Bank Notes are purchased from a Bank Notcholder as
permitted hercunder.

"S&P" shall mean Standard & Poor’s, a division of The McGraw-Hill Companies, Inc.,
and its successors and assigns.

"State" shall mean the State of Texas.
"Stated Expiration Date" shall have the meaning set forth in Section 2.07(a) hereof.
"Subordinate Obligations" shall have the meaning assigned thereto in the Ordinance.

"Tax Agreement” shall mean the [Tax Certificate and Agreement] executed and delivered
by the City on the Closing Date.

"Tender Agent" shall have the meaning assigned thereto in the Ordinance.

"Tender Agreement” shall mean the Amended and Restated Tender Agent Agremnent
by and among the City, the Paying Agent/Registrar, the Tender Agent and the Remarketing Agent,
as the same may be supplemented or amended from time to time.

"Tendered Notes" shall mean Eligible Notes that have been tendered for purchase or are
deemed to have been tendered for purchase pursuant to and in accordance with the provisions of
the Ordinance.

"Term Loan" shall mean any loan made pursuant to Section 2.03(b).

"Weekly Interest Rate” shall have the meaning assigned thereto in the Ordinance.



"Weekly Interest Rate Period" shall have the meaning assigned thereto in the Ordinance.

"Written" or "in writing” shall mean any form of written communication or a
communication by means of telecopier device.

Section 1.02. Accounting Matters. All accounting terms used herein without definition
shall be interpreted in accordance with generally accepted accounting principles applicable to the
City, consistently applied, and except as otherwisc cxpressly provided herein all accounting
determinations required to be made pursuant to this Agreement shall be made in accordance with
generally accepted accounting principles applicable to the City, consistently applied.

Section 1.03. Interpretation. All words used herein shall be construed to be of such
gender or number as the circumstances require. Reference to any document means such
document as amended or supplemented from time to time as permitted pursuant to its terms and
the terms hereof. Reference herein to any Article or Section shall be deemed to be a reference to
the corresponding Article or Section of this Agreement unless otherwise specified. All
references herein to times of the day shall be presumed to refer to New York City time unless
otherwise specified.

ARTICLE 11

TERMS OF LETTER OF CREDIT, REIMBURSEMENT AND OTHER PAYMENTS

Section 2.01. Letter of Credit. The Bank agrees, on the terms and conditions
hereinafter set forth, to issue and deliver the Letter of Credit in favor of the Paying
Agent/Registrar in substantially the form of Exhibit A attached hereto upon fulfillment of the
applicable conditions set forth in Article I hereof. The Bank agrees that any and all payments
under the Letter of Credit will be made with the Bank’s own funds.

Section 2.02. Reimbursement and Other Payments. The City’s obligations to
reimbursc the Bank for amounts advanced under the Letter of Credit and to pay any other
amounts due hereunder, including, without limitation, the Bank Notes, are payable solely from
and secured solely by a lien and charge upon the Net Revenues, equal in rank to the lien and
charge upon such Net Revenues of the amounts required to pay and secure the payment of the
Revenue Bonds and any Additional Revenue Bonds, but subordinate to the Lien and charge on
Net Revenues securing the payment of the Prior Lien Bonds.. The City shall pay to the Bank,
without setoff or counterclaim, from the Net Revenues:

(a) on or before 3:30 p.m., on the date that any amount is drawn under the
Letter of Credit a sum equal to such amount so drawn under the Letter of Credit, other
than as provided by the terms of Section 2.03;

(b) on demand, interest on any and all amounts remaining unpaid by the City
when due hereunder (including any applicable grace period) from the date such amounts
become due until payment thercof in full, at a fluctuating interest rate per annum equal at
all times to the Default Rate;



(c) on demand, any and all reasonable expenses incurred by the Bank in
enforcing any rights under this Agreement; and

(d) on demand, all charges, commissions, costs and expenses set forth in
Sections 2.04, 2.05 and 2.08 hereof or otherwise payable hereunder.

Section 2.03. Liquidity Advance; Term Loans and Bank Notes.

(a) If the Bank shall make any payment of that portion of the purchase price
corresponding to principal and interest of the Notes drawn under the Letter of Credit
pursuant to a Liquidity Drawing and no Event of Defauit or Default shall have occurred
and be continuing, such payment shall constitute a liquidity advance {(a "Liguidity
Advance”) made by the Bank to the City on the date of such payment and in the amount
of such payment and shall not be required to be repaid by the City to the Bank on the date
of such drawing under the Letter of Credit but rather the City agrees to pay such
Liquidity Advance, with interest at the rate per annum equal to the Bank Rate, to the
Bank no later than the 61" day following the date of such Liquidity Advance (the
"Liquidity Advance Due Date"), subject to Section 2.03(b) hereof.

(b) Subject to the terms and conditions of this Agreement and so long as no
Event of Default or Default shall have occurred and be continuing, the Bank agrees to
make a Term Loan to the City on any Liquidity Advance Due Date occurring with
respect to a Liquidity Advance for the purpose of repaying such Liquidity Advance. The
amount of the Term Loan to be made by the Bank shall be equal to the principal amount
of the Liquidity Advance to be paid with the proceeds of such Term Loan. Each Term
Loan shall bear interest, payable monthly in arrears, at a rate per annum equal to the Bank
Rate (with respect to clause (b} of said definition) from time to time in effect until due as
provided herein.

(c) The City and the Bank agree that any Notes purchased with the proceeds
of a Liquidity Drawing (i) shall be and constitute Bank Notes for all purposes of this
Agreement, and shall be subject to all of the provisions hereof applicable thereto, (ii)
shall bear interest at the Bank Rate, and (iii) shall be and constitute "Escrow Series A
Notes" for all purposes of the Ordinance, and shall be subject to all of the provisions of
the Ordinance applicable thereto.

(d) Pursuant to the Custody Agreement, the City has agrced that Notes
purchased with proceeds of any Liquidity Drawing shall be delivered by the Paying
Agent/Registrar to the Bank or its designee to be held by the Bank or its designee

(e) So long as the Notes are issued in book-entry form and held by the Paying
Agent/Registrar as custodian of DTC as part of DTC’s fast automated transfer program
("FAST Eligible Notes"), concurrently with the Paying Agent/Registrar’s receipt of the
proceeds of the Liquidity Drawing under the Letter of Credit, the Paying Agent/Registrar,
as a participant of DTC (or any other successor securities depository) or an eligible
transfer agent, shall make a direct registration electronic book-entry (A) crediting the
DTC account designated by the Bank as its account in which to hold Bank Notes held by
it (the "Bank Book-Entry Account™) by the principal amount of the Notes held by the
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Bank using the Bank Note CUSIP number for such Notes set forth below; and (B)
debiting the book-entry account of DTC for the Notes (thereby reducing the principal
balance of the global certificate representing the Notes) (the "DTC Book-Entry Account")
by the principal amount of the Notes purchased hereunder by the Bank. The CUSIP
number for the Notes that are Bank Notes is )

Section 2.04. Payments on Bank Notes.

(a) Bank Rate; Principal Payments. Principa! of and interest at the Bank
Rate on Bank Notes shall be payable in the manner provided in the Ordinance and in this
Agreement for the period commencing from the date the Paying Agent/Registrar shall
have purchased such Notes with the proceeds of a Liquidity Drawing and, subjecct to
Section 2.06 hereof, continuing until such Note is paid in full or remarketed as provided
in Section 2.06 hereof. In the case of Bank Notes outstanding on the 61* day following
the Purchase Date thereof (the "Amortization Commencement Date™), principal shall be
paid thereon in twelve (12) equal, quarterly installments commencing the first Business
Day of the month following the Amortization Commencement Date thereof (provided
that in any event all of the then unpaid principal amount of Bank Notes shall be redeemed
on the earlier of (A) the third anniversary of the Purchase Date relating thercto, (B) the
delivery on behalf of the City of an Alternate Letter of Credit with respect to the Notes,
(C) the Expiration Date, or (D) upon the occurrence of an Event of Default); and accrued
interest on such Bank Note shall be paid on each quarterly principal payment date or such
other date on which principal of the Notes shall be paid. At the option of the City,
payments due under this subsection may be prepaid on any date without penalty.

(b) Overdue Rate. If the principal amount of any Bank Note or Term Loan
or, to the extent permitted by law, any interest payment required thereunder, is not paid
when due (whether by acceleration, redemption or otherwise) or  any other
Reimbursement Obligation to be paid by the City to the Bank is not paid when due, such
overdue principal, interest or other payment obligation shall bear interest from the date
such amount was due until paid in full (after as well as before judgment) at a rate per
annum equal to the Default Rate, such interest to be payable on the earlier of (1) the
demand by the Bank or (ii) the next Interest Payment Date.

(c) Excess Note Interest Amount. The Bank Rate, without giving effect to
the last proviso therein limiting the Bank Rate to the Maximum Rate, is referred to in this
Section 2.04(c) as the "Section 2.04(a) Rate." The amount of interest, if any, that would
accrue on Bank Notes, Term Loans or Liquidity Advances at the Section 2.04(a) Rate on
any date but which does not so accrue due to the limitation of the Bank Rate to the
Maximum Rate, shall constitute "Excess Note Interest" (i.e., interest which would have
been payable but for the Maximum Rate). As of any date, the cumulative Excess Note
Interest, if any, on all days since the Effective Date hereof, reduced as set forth in the
next sentence, shall constitute the "Fxcess Note Interest Amount.” 1f there is any Exccss
Note Interest Amount on any date when the Section 2.04(a) Rate is less than the
Maximum Rate, the Bank Rate for such date shall be the Maximum Rate rather than the
Scction 2.04(a) Rate and the Excess Note Interest Amount shall be reduced on such date
by the excess of the amount of interest accrued on such date at the Maximum Rate over
the amount of interest that would have accrued on such date at the Section 2.04(a) Ratc;
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provided, that if the accrual of interest on Bank Notes, Term Loans or Liquidity
Advances at the Maximum Rate on any date would result in a reduction of the Excess
Note Interest Amount to a negative number, such Bank Notes, Term Loans or Liquidity
Advances shall accrue interest on such date at such lesser rate as shall result in the
reduction of the Excess Note Interest Amount on such date to zero. If on the date of
maturity, redemption or remarketing of any Bank Notes, Term Loans or Liqutdity
Advances, or on the date any Bank Notes cease to constitute Bank Notes pursuant to
Section 2.06(d) hereof, there remains any unpaid Excess Note Interest Amount with
respect to such Bank Notes (the "Final Excess Note Interest Amount™), such Final Excess
Note Interest Amount, to the extent permitted by law, shall be paid by the City to the
Bank Noteholder on the next Interest Payment Date, with interest accrued thereon at the
Federal Funds Rate, and any such Excess Note Interest Amount so owing to the Bank at
such time, to the extent permitted by law, shall convert into a fee payable to the Bank
Noteholder and shall be paid, to the extent permitted by law, by the City to the Bank
Noteholder on demand. '

(d) Obligation Pursuant to This Agreement. The obligation of the City to
pay interest hereunder is both an obligation to pay interest on the Bank Notes and an
obligation hereunder to pay interest on funds advanced by the Bank under the Letter of
Credit. The City shall receive a credit against its obligation hereunder to pay interest on
tfunds advanced pursuant to a Liguidity Advance or Term Loan for money received by the
Bank pursuant to the Bank Notes. To the extent interest owed pursuant to this Agreement
1s greater than the amount paid or payable on the Bank Notes, the City shall pay such
greater amount to the Bank at the times and in the manner for which interest on Bank
Notes is to be paid.

{e) Bank Note Interest Payment Dates. Notwithstanding anything to the
contrary contained in the Notes or the Ordinance, the City agrees that, with respect to
cach Bank Note, (i) the Interest Component, if any, included in the Liguidity Advance or
the Term Loan, as applicable, for such Note shall be paid as set forth in Section 2.08(b)
hereof; (ii) except with respect to (A) the Differential Interest Amount (which shall be
paid as set forth in Section 2.06 hereof), and (B) Excess Note Interest, the Excess Note
Interest Amount and the Final Excess Note Interest Amount (which shall be payable in
accordance with Section 2.03(c) hereof) interest payable pursuant to Section 2.04(a)
hereof shall be payable on the first Business Day of each month or as otherwise provided
in Section 2.04(a) hereof, upon redemption (to the extent of the interest accrued on the
amount being redeemed), at maturity (whether by acceleration or otherwise), and after
maturity on demand. In the event any Bank Note is remarketed before payment in full of
the Liquidity Advance or the Term Loan, as applicable, with respect thereto, together
with interest thereon, the provisions of this Section shall continue to apply to such
indebtedness until all sums owing for all periods during which the same was a Bank Note
are paid.

(D Notification of Rate. The Bank will give telephone notice (promptly
confirmed in writing) to the City and the Paying Agent/Registrar not later than 10:00 am.
on each Interest Payment Date of the Differential Interest Amount and interest accrued
thereon owed by the City hereunder as a result of any sale of Bank Notes pursuant to
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Section 2.06(a) hereof. Notwithstanding the preceding sentence, the City’s obligations to
make payments in respect of any Differcntial Interest Amount (together with accrued
interest thereon, if applicable) shall not be discharged or reduced in any way as a result of
the Bank’s failure to deliver any notice referred to in the preceding sentence. The Bank
will, upon the request of the City or the Paying Agent/Registrar, notify the City or the
Paying Agent/Registrar, as the case may be, of the Bank Rate in effect during any period
in which Bank Notes are held by the Bank or any other Bank Noteholders or dunng
which any Differential Interest Amount, Excess Note Interest, Excess Note Interest
Amount, Final Excess Note Interest Amount or any amount in respect of the Interest
Component remains unpaid. Absent manifest error, the Bank’s determination of any of
the foregoing shall be binding upon the City and the Paying Agent/Registrar.

(g)  General. Except to the extent otherwise provided in the Ordinance with
respect to payments on Bank Notes and in Section 2.02(d) hereof, all payments by or on
behalf of the City under this Agrecement shall be made to the Bank prior to 3:30 p.m. on
the date such payment is due by wire transfer in immediately available funds to State
Street Bank and Trust Company, ABA Number: 011-000-028 Account Number: 4867-
932-8 Account Name: Municipal Finance Fee Receivable, Acct. Reference: City of
Austin, Texas Airport System Variable Rate Revenue Notes, Series A. Any payment
received by the Bank after 3:30 p.m. shall be deemed to be received by the Bank on the
next succeeding day. Any amount owed to the Bank hereunder which is not paid when
due shall bear interest from the date such payment was due until paid in full at a rate
equal to the Default Rate, such interest to be payable on demand. All computations of
interest and fees (other than as provided in Section 2.08(b)) shall be made on the basis of
a year of 360 days, actual days elapsed. Except as may be otherwise provided herein,
whenever any payment or action to be made or taken hereunder shall be stated to be due
on a day which is not a Business Day, such payment or action shall be made or taken on
the next following Business Day, and such extension of time shall be included in
computing interest or fecs, if any, in connection with such payment or action.

(h) Application of Payments. Payments received by the Bank shall be
applied, first, to any fees, costs, charges or expenses payable by the City under this
Agreement; second, to past due interest; third, to current interest; and, fourth, to principal.

() Redemption of Bank Notes First. Amounts applied for the redemption
of Notes (whether optional or otherwise) shall be used first to redeem Bank Notes.

Section 2.05. Additional Payments.

(a) If (1) the introduction of or any change in or in the interpretation of any
law or regulation, (2) the compliance with any guideline or request from any central bank
or other governmental authority (whether or not having the force of law) or (3) the
introduction of any applicable law, rule, regulation or guideline, or any change therein or
any change in the interpretation or administration thereof by any central bank or
governmental authority charged with the interpretation or administration thereof or
compliance by the Bank (or any corporation controlling any thereof), with any request,
guideline or directive regarding capital adequacy (whether or not having the force of law)
of any such central bank or other authority, shall either (x) impose, modify or deem
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applicable any reserve, special deposit or similar requirement against commitments to
advance funds by the Bank similar to the commitments made by the Bank under the
Letter of Credit, or (y) impose on the Bank any other condition relating, directly or
indirectly, to this Agreement or the Letter of Credit, and the result of any event referred
to in (x) or (y) above shall be to (A) increase the cost to the Bank of maintaining the
Letter of Credit or (B) reduce any amount or the effective return on capital (taking into
consideration the Bank’s (or its parent’s) policies with respect to capital adequacy)
received or receivable by the Bank hereunder, then the City shall, upon written notice
from the Bank (which notice shall set forth the actions described above that affect the
provisions of this Section and the matters described below), pay to the Bank, from time to
time as specified by the Bank, such additional amounts as reasonably shall be demanded
by the Bank as sufficient to compensate the Bank for such increased cost or reduced yield
or return, as the case may be, together with interest at the Default Rate (as in effect from
time to time) on amounts required to be paid under this Section 2.05 from the day that is
thirty (30) days after receipt by the City of such notice until payment in full thereof.
Notwithstanding anything in this Section 2.05 to the contrary, in no event shall the
nondeductibility of carrying costs for indebtedness, the interest on which is excluded
from gross income for federal income tax purposes, be considered an increase in cost or
reduction in yield or return subject to reimbursement hereunder. For purposes of
determining whether any event specified in this Section 2.05 shall have resulted in a
reduced yield or return for the Bank, the effect of such event on the Bank and on any
corporation controlling the Bank shall be taken into account, but without duplication.

(b) The provisions of this Section 2.05 shall survive termination of this
Agreement.

Section 2.06. Sale of Notes Owned by the Bank.

(a) The City agrees to cause the Remarketing Agent, pursuant to the
Remarketing Agreement and Section 13.03 of the Ordinance, to use its best efforts to sell,
in the secondary market, the Bank Notes at a sale price equal to the principal amount
thereof, plus accrued interest, if any, thereon, calculated at the rate of interest borne by
Notes which are not owned by the Bank (or, if all Notes are then held by the Bank as
Bank Notes, a rate designated by the Remarketing Agent as similar to the rate borne by
Notes similar in type and credit quality to the Notes which are trading in the market} (the
"Note Rate") in effect for the period beginning on the most recent Interest Payment Date
for Notes other than Bank Notes. If less than all Bank Notes are remarketed on any date,
the Bank Notes having the lowest aggregate amount of Excess Note Interest payable with
respect thereto shall be deemed to be remarketed first. Upon the Bank’s receipt of
(i) notice from the Paying Agent/Registrar, prior to 11:00 a.m. on any Business Day on
which a Bank Noteholder holds Bank Notes, that the Remarketing Agent has located a
purchaser for a Bank Note and that such purchaser desires to purchase such Bank Note on
a Business Day (which shall be at least one Business Day after the date on which such
notice is received by the Bank) and (ii) on behalf of the City, an amount equal to the
Differential Interest Amount with respeet to such Bank Note for the period beginning on
. the most recent Interest Payment Date with respect to such Bank Note to which interest
has been paid in full (or the date of purchase pursuant to a Liquidity Drawing, if later)
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and ending on the day prior to the date of such delivery (such date of delivery is referred
to herein as the "Sale Date"), the Bank may, at its option, deliver (or cause to be
delivered), in the manner described in the following sentence, an appropriate principal
amount of Bank Notes to the Paying Agent/Registrar for sale, against payment by the
Paying Agent/Registrar (from such amounts so deposited in the Remarketing Account) of
an amount equal to the principal amount of Bank Notes so delivered by the Bank, plus
accrued interest, if any, thereon, calculated at the Note Rate in effect for the period
beginning on the most recent Interest Payment Date for Notes other than Bank Notes.
- The Paying Agent/Registrar shall not transfer any such Bank Notes, or re-register the
same, until the Paying Agent/Registrar has received from the Bank Notcholder written
confirmation of receipt of the funds referred to in the preceding sentence and the
Differential Interest Amount. In the event of any such sale (i) if the Notes are not then
Book-Entry Notes, the Bank shall deliver {or cause to be delivered) such Notes duly
endorsed in blank for transfer, or (ii) if the Notes are then Book-Entry Notes with DTC,
the Bank shall deliver (or cause to be delivered) such Notes through the facilities of DTC.
Any sale of a Bank Note pursuant to this Section 2.06(a) shall be without recourse to the
seller and without representation or warranty of any kind.

(b) In the event that the Remarketing Agent locates a purchaser for any Bank
Note and the Bank or other Bank Noteholder elects not to sell such Note, then from and
after the date of such election, such Note shall, for all purposes hereof, thereof and of the
Ordinance, cease to be a Bank Note, and such Note shall no longer bear interest at the
Bank Rate but shall be subject to the particular Interest Rate Period to which the Notes
(other than Bank Notes) are subject, bear interest at the Note Rate, and the principal of
and interest on such Note shall be payable at the times and in the manner provided in the
Ordinance. Notwithstanding anything to the contrary containced herein, in the Ordinance
or in any Note, the Bank hereby agrees that following the Bank’s or other Bank
Noteholder’s election not to sell any Bank Note purchased hereunder for which the
Remarketing Agent has located a purchaser, such Note, or any Note authenticated and
delivered in replacement thereof or in substitution therefor, shall not thereafter be a Bank
Note unless (i) after such election not to sell, such Note is sold by the Bank to another
person and {ii) the Bank thereafier purchases such Note hereunder. The Bank shall notify
the City, the Paying Agent/Registrar and the Remarketing Agent in writing of any such
election not to sell a Bank Note by 1:00 p.m. on the Business Day preceding the Sale
Date. Such election may be revoked in writing by the Bank Noteholder at any time prior
to 1:00 p.m, on the Business Day preceding the Sale Date. In the event notice by the
Bank of its election not to sell such Bank Notes is not received by 1:00 p.m. on the
Business Day preceding the Sale Date, the Bank shall be deemed to have determined to
sell such Bank Notes to the purchaser located by the Remarketing Agent.

{c) In the event that the date of the Bank’s clection not to sell any Bank Note
as provided in Section 2.06(b) hereof is not an Intcrest Payment Date for such Bank Note,
the City shall pay to the Bank, on or prior to 3:30 p.m. on the date of such clection, an
amount equal to the Differential Interest Amount with respect to such Bank Note for the
period beginning on the most recent Interest Payment Date with respect to such Bank
Note to which interest has been paid in full (or the date ot the Liquidity Drawing, if later)
and ending on the day prior to the date of such election.
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(d)  Notwithstanding anything to the contrary contained in the Ordinance, the
Bank expressly reserves the right, and shall have the right, to seli, at any time, Bank
Notes subject, however, to the express terms of this Agreement. The Bank agrees that
such sales will be made enly to institutional investors or other entities or individuals that
customarily purchase commercial paper or tax-exempt securities in large denominations.
The Bank agrees to notify the City, the Remarketing Agent and the Paying
Agent/Registrar promptly of any such sale and, if such Bank Note is held in book entry
form, specifying the account at DTC to which such Bank Note is to be credited; and to
notify the transferee in writing that (i) so long as such Note remains a Bank Note, it is not
secured by the Letter of Credit and (ii) there will not be a short-term investment rating (or
any other rating) assigned to such Note so long as it remains a Bank Note. Any purchaser
of a Bank Note from the Bank shall be deemed to have agreed not to sell such Bank Note
to any person except to the Bank or institutional investors or other entities or individuals
that customarily purchase commercial paper or tax-exempt securities in large
denominations.

(e) Following any sale of Bank Notes pursuant to Section 2.06(a),
Section 7.05 or otherwise, or any election to retain Notes pursuant to Section 2.06(b)
hereof, the Bank and any other Bank Noteholders shall retain the right to receive payment -
from the City of any accrued Excess Note Interest Amount and interest thereon as
provided herein and any other amounts then due and owing under this Agreement.

Section 2.07. Stated Expiration Date; Right of the City to Terminate.

(a) Expiration of Letter of Credit. The Letter of Credit shall terminate as
set forth in the Letter of Credit.

(b) Stated Expiration Date. The "Stated Expiration Date" for the Letter of
Credit initially shall be February ___, 2012; provided, that such date shall be subject to
extension from time to time, upon the written request of the City, in accordance with the
terms hcreof, and the written consent of the Bank in its sole discretion and without
obligation to so agree. Not earlier than the one hundred and eightieth (180“‘) day prior to
the Stated Expiration Date, the City may make any such writien request to the Bank for
such an extension (substantially in the form of Exhibit C to this Agreement), and, if the
Bank desires to extend the Stated Expiration Date as requested, the Bank shall notify the
City and the Paying Agent/Registrar of its consent in writing within 60 days of the
Bank’s receipt of such written request; provided, however, that if the Bank shall not so
notify the City and the Paying Agent/Registrar, the Bank shall be deemed to have
rejected such request. If the Bank and the City agree to an extension of the Stated
Expiration Date, the Bank shall amend the Letter of Credit to conform to such exiension.

In the event that the Stated Expiration Date shall be scheduled to occur on a date which 1s
not a Business Day or on a date on which the Bank’s Lending Office is not open for
business (whether or not a Business Day), the Stated Expiration Date shall occur at 5:00
p.m. at the Bank’s Lending Office on the Business Day next succeeding the scheduled
date of expiration.
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Notwithstanding the occurrence of the Expiration Date, so long as the Bank or any other
Bank Noteholder shall be the holder of any Bank Notes or any amounts payable
hereunder shall remain unpaid, this Agreement shall remain in full force and effect.

Section 2.08. Fees and Payments.

(a) Fees. The City agrees to pay fees to the Bank in an amount and at such
times provided in the Letter Agreement. Any amounts duc and payable under the Letter
Agreement shall be considered due and payable hereunder for all purposes of this
Agreement as if set forth herein in full.

(b)  Payment of Interest Component. The City shall pay the Bank, to the
extent permitted by law, interest, monthly in arrears, on the amount of the Interest
Component, if any, included (i) in each Liquidity Advance from the dates of such
advance until paid as provided in Section 2.03(a) (until due) and (ii) in each Term Loan
from the dates of such advance until paid as provided in Section 2.03(b) (until due); and
the Interest Component (together with interest thereon) shall be due and payable on, the
earliest of (i) the Interest Payment Date next succeeding the Purchase Date, (ii) the date
on which such Purchased Notes are remarketed, paid at maturity or redeemed or (iii) the
Expiration Date.

Section 2.09, Substitution of Alternate Letter of Credit or Termination of Letter of
Credit.

{a) Subject to the terms of the Letter Agreement and the Ordinance, the City
may at any time and at its option, upon at least 30 days’ prior notice to the Bank, provide
an Alternate Letter of Credit in substitution for the Letter of Credit with respect to not
less than all of the Notes; provided, however, that no such substitution shall replace the
Letter of Credit unless the terms and conditions of subsection (b) hereof are complied
with. The City may at any time and at its option, upon at least 30 days’ prior notice to the
Bank, convert not less than all of the Notes to a Non-Covered Interest Rate; provided,
however, that no such conversion shall terminate the Letter of Credit unless the terms and
conditions of subsection (b) hereof are complied with. The City also may provide an
Alternate Letter of Credit in substitution for the Letter of Credit or convert the Notes to a
Non-Covered Interest Rate upon such other terms and conditions as shall have been
consented to by the Bank in writing.

(b}  The City agrees that, as a condition to the effectivencss of any Alternate
Letter of Credit, the provider of the Alternate Letter of Credit, together with the City
insofar as the interest due on Bank Notes exceeds the available interest coverage under
the Alternate Letter of Credit, shall provide funds on the date the Alternate Letter of
Credit becomes effective for the purchase of all Bank Notes at a price of par plus accrued
interest in accordance with the Ordinance plus any accrued and unpaid Differential
Interest Amount through and inciuding the Sale Date, and that as a condition to the
effectiveness of the conversion to a Non-Covered Interest Rate all Bank Notes will be
purchased on the conversion date at a purchase price of par plus accrucd interest (at the
applicable Bank Rate)} through the purchase date. On the effective datc of such Alternate
Letter of Credit or conversion to a Non-Covered Interest Rate, as the casc may be, the
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City shall pay in full all other amounts accrued under this Agreement (including the
Excess Note Interest Amount, the entirc unpaid Final Excess Note Interest Amount and
unpaid interest thereon) whether or not then due and payable.

Section 2.10. Bank Records. All transactions relating to the Bank Notes (including,
without limitation, redemptions, repayments and interest charges) and other amounts due
hereunder shall be reflected in the books and records of the Bank, which books and records shall
be conclusive and binding upon the City and the Bank absent manifest error.

Section 2.11. Source of Payment. The Bank Notes and the other Reimbursement
Obligations to the Bank of the City due or to become due hereunder are special obligations of the
City payable solely from and secured solely by a Lien on the Net Revenues on a parity with the
lien granted by the Ordinance to Revenue Bonds, and the funds specified in the Ordinance. To
the extent that any other moneys or other revenues of the City are hereafter pledged to the
payment of the Notes or the Escrow Series A Notes, such additional security shall further secure
the Bank Notes and the other Reimbursement Obligations of the City to the Bank.

ARTICLE II1

CONDITIONS TO ISSUANCE OF LETTER OF CREDIT

Section 3.01. Conditions to Issuance of Letter of Credit. On or prior to the issuance
of the Letter of Credit, each of the following conditions shall have been fulfilled to the
satisfaction of the Bank. The Bank’s execution and delivery of this Agreement and the issuance
of the Letter of Credit shall evidence its agreement that such conditions have been met to its
satisfaction or have been waived and that the Effective Date has occurred.

(a) On the Effective Date (and after giving effect to the effectiveness of this
Agreement and the issuance of the Letter of Credit), (i) there shall exist no Event of
Default or Default; (ii) all representations and warrantics made by the City in this
Agreement or in any of the Financing Documents to which it is a party shall be true and
correct with the same effect as though such representations and warranties had been made
at and as of such time; (iii) no material adverse change shall have occurred in the assets,

. condition (financial or otherwise), operations or prospects of the Airport System betwcen
the date of the City’s most recent audited financial statements for the Airport System and
the Effective Date, except as previously disclosed to the Bank in writing, and no
transactions or obligations having a matcrial adverse effect on the assets, condition
(financial or otherwise), operations or business prospects of the Airport System, whether
or not, in either case, arising from transactions in the ordinary course of the City’s
business, shall have been cnterced into by the City subsequent to the datc of the City’s
most recent audited financial statements with respect to the Airport System; and (iv) no
transaction ot cvent shall have occurred and no change shall have occurred in the assets,
condition (financial or otherwisc), opcrations or business prospects of the City between
the date of the City’s most recent audited financial statements with respect to the Airport
System and the Effective Date except as previously disclosed to the Bank in writing,
which could reasonably be expected to have a Material Adverse Eftect.
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(b) On or prior to the Effective Date, the Bank shall receive the following
documents, all in form and substance satisfactory to the Bank:

(i) a certificate of an authorized officer of the City certifying that on
and as of the Effective Date (i} each of the City’s representations and warranties
contained herein and in any of the Financing Documents to which it is a party is
true and corrcct, (ii) no Event of Default or Default has occurred and is continuing
and (iii) cach of the items set forth under Section 3.01(a)(iii) and (iv) hereof is
true and correct;

(ii) an incumbency certificate with respect to the officers or agents of
the City who are authorized to execute any documents or instruments on behalf of
the City under this Agreement and the other Financing Documents to which the
City is a party and which are to be delivered on the Effective Date;

(iii)  executed legal opinions, dated the Effective Date, addressed to the
Bank and in form and substance satisfactory to the Bank (A} of Note Counsel,
including a reliance letter if not addressed to the Bank, covering such matters as
the Bank may reasonably request; (B) of counsel to the City, covering such
matters relating to the Notes and the City’s obligations under the Financing
Documents as the Bank may reasonably request; and (C) of the Attorney General
of the State specifically approving the proceedings of the City authorizing this
Agreement;

(iv) a copy of the Ordinance (as in effect on the Effective Date),
together with a certificate an authorized officer of the City, dated the Effective
Date, certifying that the Ordinance is in full force and effect on the Effective Date
and that there has been no other amendment or supplement of, or modification to,
any provision of the Ordinance, except as set forth therein;

(v}  acopy of the Remarketing Agreement and the Tender Agreement,
together with a certificate of an authorized officer of the City, dated the Effective
Date, to the effect that each of the Remarketing Agreement and the Tender
Agreement is in full force and effect and has not been amended, modified or
changed;

{vi)  written evidence from Moody’s and S&P that the Notes are rated
not less than "___ " and "___" on a long-term basis and not less than "__" and
"___"on a short-term basis, respectively;

(vii) a copy of the Remarketing Memorandum, together with any
supplements or amendments thereto prepared on or prior to the Effective Date;

(viii) evidence satisfactory to the Bank of the termination of the Prior
Letter of Credit and the payment in full of all amounts due and owing to the Prior
Credit Issuer;

(ix)  Bank Bond CUSIP numbers with respect to the Notes;
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(x) audited financial statements of the City for the fiscal year ended
September 30, 2007 and a copy of the City’s approved budget with respect to the
Airport System for the fiscal year ending September 30, 2009, including such
support documents and cash flow projections as may be requested by the Bank;
and

(xi)  an executed copy of this Agreement, the Custody Agreement and
the Letter Agreement; and

(xit)  such further documentation, certifications or opinions as the Bank
may reasonably request in connection with matters arising under this Agreement
or in connection with the prior issuance of the Notes.

(c) All amounts required to be paid to the Bank under this Agreement,
including all fees and other costs, including fees and disbursements of counsel to the
Bank, then due and payable in connection with the negotiation, preparation, execution
and delivery of this Agreement, have been paid in full.

(d)  On or prior to the Effective Date, no change shall have occurred in any
law or regulation or in any interpretation thercof that in the written opinion of counsel for
the Bank would make it illegal for the Bank to issue the Letter of Credit as provided
herein.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE CITY

The City hereby represents and warrants as follows, as of the date of execution and
delivery of this Agreement and as of the Effective Date:

Sectionm 4.01. Status. The City is a "Home Rule City," acting as such under the
Constitution and laws of the State, and has full legal right, power and authority to (i) own,
operate and maintain the Airport System, (ii) adopt the Ordinance and to issue and deliver the
Notes, (iii) execute and deliver this Agreement and the Financing Documents, (iv) issue and
deliver the Notes, and (v) perform fully and completely all its obligations and liabilitics under the
Ordinance, this Agreement and under the Financing Documents;.

Section 4.02. Power and Authority. The City has the requisite power and authonty to
execute and deliver, and to perform its obligations under, this Agreement and the other Financing
Documents to which it is or will be a party and has taken all necessary action to authorize the
execution, delivery and performance of this Agreement and the other Financing Documents to
which it is or will be a party. The City is duly authorized to conduct is business under all the
applicable laws, rulings, regulations and ordinances and the departments, agencies and political
subdivisions governing it or regulating its business.

Section 4.03. Enforceability. Assuming duc authorization, exccution and dclivery by
each of the other partics thereto, cach of this Agreccment and the Financing Documents to which
the City is a party constitutes the legal, valid and binding obligation of the City enforceable in
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accordance with its terms, subject, as to enforceability, to applicable bankruptcy, moratorium,
insolvency or similar laws affecting thc rights of creditors generally and to certain principles of
equity (regardless of whether such enforceability is considered in a proceeding in equity or at
law). Each of the Financing Documents is or will be on the Effective Date in full force and
cffect.

Section 4.04. No Conflict. The adoption by the City of the Ordinance and the execution
and delivery by the City of this Agreement and the Financing Documents and the performance
by the City of its obligations thereunder do not and will not violate any constitutional provision
or any law or any regulation, order, writ, injunction or decree of any court or governmental body,
agency or other instrumentality applicable to the City, including, without limitation, the Act, or
result in a breach of any of the terms, conditions or provisions of, or constitute a default under, or
result in the creation or imposition of any lien (other than the lien of the Ordinance) upon any of
the assets of the City pursuant to the terms of, any ordinance, resolution, mortgage, indenture,
agreement or instrument to which the City is a party or by which it or any of its properties is
bound.

Section 4.05. Consents. As of the Effective Date, all consents, licenses, approvals,
validations and authorizations of, and registrations, validations or declarations by or with, any
court or any Governmental Agency, bureau or agency required to be obtained in connection with
the execution, delivery, performance, validity or enforceability of this Agreement and the other
Financing Documents (including the Notes) have been obtained and are in full force and cffect.

Section 4.06. Litigation. Except as disclosed in the Remarketing Memorandum or
otherwise disclosed to the Bank in writing, to its knowledge, there is no litigation, action, suit,
arbitration, proceeding or administrative proceeding, or any inquiry or investigation at law or in
equity or before or by any court, public board or body pending or threatened, against or affecting
the City or the Airport System (x) wherein an unfavorable decision, ruling or finding could
reasonably be expected to have a Material Adverse Effect; or (y) which in any way contests its
existence, organization or powers or the titles of its officers to their respective offices in a
manner which adversely affects its ability to perform its obligations hercunder or under the
Financing Documents to which it is a party.

Section 4.07. Default. No Event of Default or Default has occurred and is continuing.

Section 4.08. Remarketing Memorandum. The Remarketing Memorandum prepared
with respect to the Notes and the transactions herein contemplated, true copies of which have
heretofore been delivered to the Bank, does not contain, and such Remarketing Memorandum
(including any amendments or supplements prepared subsequent to its date) (a true copy of
which, in each case, shall be furnished to the Bank prior to the distribution thercof} will not
contain, any untrue statement of a material fact and such Remarketing-Memorandum does not
omit, and will not omit, to state a material fact necessary to make the statements therein, in the
light of the circumstances under which made, not misteading, except no representation is made
as to information furnished in writing by the Bank expressly for inclusion therein.

Section 4.09. Notes. Each Note (including all Bank Notes) will be duly issucd under the
Ordinance, is a Revenue Bond under the Ordinance, secured by a lien on the Net Revenues as set
forth herein and thercin, and each such Note shall otherwise be entitled to the benefits thercof.
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Section 4.10. Assignment of Notes. The City shall not create or authorize any liens,
security interests or claims on or with respect to Bank Notes other than the claim of the Bank
provided in this Agreement.

Section 4.11. Incorporation of Representations and Warranties. The City hercby
makes to the Bank the same representations and warranties as were made by it in the Ordinance
and the other Financing Documents, which representations and warranties, together with the
related definitions of terms contained therein, are hereby incorporated by reference with the same
effect as if each and every such representation and warranty and definition were set forth herein
in its entirety. No amendment to or waiver of such representations and warranties or definitions
made pursuant to the relevant Financing Documents shall be effective to amend such
representations and warranties and definitions as incorporated by reference herein without the
prior written consent of the Bank.

Section 4.12. Financial Statements. The audited balance sheets of the City with
respect to the Awrport System and the related statement of revenues and expenses and changes in
financial position for the Fiscal Year ended September 30, 2007 and the auditors’ reports with
respect thereto, copies of which have heretofore been furnished to the Bank, are complete and
correct and fairly present the financial condition, changes in financial position and results of
operations of the City with respect to the Airport System at such dates and for such periods, and
were prepared in accordance with generally accepted accounting principles applicable to the
City, consistently applied.. Since September 30, 2007, no transaction or event shall have
occurted and no change shall have occurred in the condition (financial or otherwise) or
operations of the City or the Airport System that could reasonably be expected to have a Material
Adverse Effect.

Section 4.13. Complete and Correct Information. All information, reports and other
papers and data with respect to the City furnished to the Bank were, at the time the same were so
furnished, complete and correct in all material respects. No fact is known to the City that
materially and adversely affects or in the future may (so far as it can reasonably foresee)
materially and adversely affect the sccurity for any of the Notes, or the City’s ability to repay
when due its obligations under this Agreement, any of the Notes and the Financing Documents
that has not been set forth in the Remarketing Memorandum or in the financial information and
other documents referred to in this Section 4.13 or in such information, reports, papers and data
or otherwise disclosed in writing to the Bank. Taken as a whole, the documents furnished and
statements made by the City in connection with the negotiation, preparation or execution of this
Agreement and the Financing Documents do not contain untrue statements of material facts or
omit to state material facts necessary to make the statements contained therein, in light of the
circumstances under which they were made, not misieading.

Section 4.14. Regulatory Authority. The City is duly authorized to own and operate
the Airport System as currently operated under all applicable laws, rulings, rcgulations and
ordinances, and the City has obtained all material and requisite approvals from all applicable
governmental bodies required to be obtained by the City with respect to the ownership and
operation Airport System prior to the datc of delivery of the Notes, the other Financing
Documents and this Agreement. The City is not in violation of any applicable law, ruling,
regulation or ordinance with respect to the Airport System which violation could, in the
aggregate, have a Material Adverse Effect. The current collection of Net Revenucs and the
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management of the Airport System and the accounting and recordkeeping therefore are in
material compliance with all applicable state and federal laws and all applicable resolutions,
ordinances and rules of the City.

Section 4.15. Insurance. The City currently maintains insurance with respect to the
Airport System of such type and in such amounts or in excess of such amounts as are
customarily carried by, and insures against such risks as required by the Ordinance.

Section 4.16. The Paying Agent/Registrar and the Remarketing Agent. The Bank of
New York Mellon Trust Company, N.A. (or a successor or assign approved in writing by the
Bank) is the duly appointed and acting Paying Agent/Registrar. Citigroup Global Markets Inc.
(or a successor or assign approved in writing by the Bank) is the duly appointed and acting
Remarketing Agent as to the Notes.

Section 4.17. Security. Pursuant to the Ordinance, the City has pledged the Net
Revenues to the payment and security of the Revenue Bonds (including the Notes and the Bank
Notes). The Ordinance, together with this Agreement, creates a valid lien on, pledge of, and
security interest in the Net Revenues as security for the Notes and for the repayment of the City’s
obligations under this Agreement and all action necessary to perfect the lien on, pledge of, and
security interest of in the Net Revenues has been duly and validly taken. The payment of
obligations of the City owing to the Bank hercunder, to the extent characterized in this
Agreement as interest (including interest at the Bank Rate or the Default Rate on Bank Notes
pursuant hereto), ranks on a parity with the payment of principal of and interest on the Revenue
Bonds (including the Notes) and is not subordinate to any other payment secured by a Lien on
the Net Revenues, other than the Prior Lien Bonds. The payment of obligations of the City
owing to the Bank hereunder, to the extent characterized in this Agreement as principal
(including the principal amount of all Bank Notes), ranks on a parity with the payment of
principal of and interest on the Revenue Bonds (including the Notes) and is not subordinate to
any other payment secured by a Lien on the Net Revenues, other than the Prior Lien Bonds.

Section 4.18. Pending Legislation. To the knowledge of the City, there are no
proposed amendments certified for placement on a statewide ballot, to the Constitution of the
State or any published administrative interpretation of the Constitution of the State or any State
law, or any law or any legislation that has passcd either housc of the legislatures of the State, or
any published judicial decision interpreting any of the foregoing, the effect of which is to
materially adversely affect the Notes, the security for any of the Notes, or the ability of the City
to repay when due its obligations under this Agreement and the other Financing Documents.

Section 4.19. Environmental Matters. To the best knowledge of the City, the
operations of the Airport System are in compliance with all of the requirements of applicable
Environmental Laws and are not the subject of any governmental investigation evaluating
whether any remedial action is needed to respond to a release of any toxic or hazardous waste or
substance into the environment, where a failure to comply with any such requirement or the need
for any such remedial action would have a material adverse cffect on the ability of the City to
perform its obligations under this Agrecement and the other Financing Documents.
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ARTICLE YV

COVENANTS OF THE CITY

Until the termination of this Agreement and the payment in full of all amounts payable to
the Bank hereunder and under any Bank Notes, the City hereby covenants and agrees that:

Section 5.01. Payment Obligations. The City shall promptly pay or cause to be paid
from Net Revenues all amounts payable by it hereunder and under the Financing Documents
according to the terms hereof or thereof and shall duly perform each of its obligations under this
Agreement and the other Financing Documents to which it is a party. All payments of principal,
interest and any other sums due hereunder shall be made in the amounts required hereunder
without any reduction or setoff, notwithstanding the assertion of any right of recoupment or
setoff or of any counterclaim by the City.

Section 5.02. Financing Documents.

(a) The City agrees that it will perform and comply with each and cvery
covenant and agreement required to be performed or observed by it in each Financing
Document to which it is a party and in the Custody Agreement, and in each case such
provisions, together with the related definitions of terms contained therein, are hereby
incorporated by reference herein with the same effect as if each and every such provision
were set forth herein in its entirety:.

(b) Without limiting any other provision in this Agreement, the covenants of
the City with respect to the priority and use of the Net Revenues set forth in the
Ordinance are hereby incorporated herein for the benefit of the Bank and for the
repayment of the obligations hereunder. The establishment of certain funds and accounts
by the City in the Ordinance are hereby agreed to be for the further benefit of the Bank.
Pursuant to the Ordinance, the City has pledged and bound itself to set aside from Net
Revenues and to pay into the Debt Service Fund the various amounts required by the
Ordinance to be paid into and maintained in said Fund, all within the times provided by
the Ordinance. Pursuant to the Ordinance, said amounts so pledged to be paid out of Net
Revenues into the Debt Service Fund have been declared to be a lien and charge upon the
Net Revenues, if any, second only to the Prior Lien Bonds, but equal in rank to the lien
and charge upon such Net Revenues of the amounts required to pay and secure the
payment of the Revenue Bonds of the City thereafter issued on a parity with the Notes
(inctuding the Bank Notes). The terms of the Ordinance with respect to such lien and
pledge are hereby incorporated herein by this reference without giving effect to any
expiration, amendment, supplement or termination thercof to which the Bank has not
given its express written consent.

() The City shall not (i) amend, supplement or otherwise modify (or permit
any of the foregoing), or request or agree to any consent or waiver under, any.of _the
Financing Documents or (ii) effect or permit the cancellation, acceleration or tcrrmnat:qn
of, or (except as otherwise permitted under the Financing Documents) relcase or permut
the release of any collateral held under any of the Financing Documents which is not
otherwise contemplated by, or permitted pursuant to the terms of, any of the Financing
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Documents, in either case, without the prior written consent of the Bank; provided,
however, that the consent of the Bank shall not be required with respect to supplements
entered into solely for the purpose of providing for the issuance of a scrics of Notes
pursuant to the Ordinance; and provided further, however, that the consent of the Bank
shall not be required in connection with the termination of this Agreement, unless
otherwise provided for herein.

(d)  Any financial covenants set forth in any credit agreement or other credit
facility to which the City is a party and which is secured on a parity basis with respect to
the Net Revenues pursuant to the Ordinance, including, without limitation, any credit
agreement or other credit facility to which the City may be a party, whether now in effect
or entered into by the City after the date hereof, as well as related defined terms
contained in such sources, respectively, are hereby incorporated by reference (all of the
foregoing are collectively referred to herein as the "Incorporated Provisions") in this
Section 5.02 for the benefit of the Bank with the same effect as if each and every such
Incorporated Provision were set forth in this Section 5.02 in its entirety. The City will
perform and comply with each and every Incorporated Provision incorporated herein.
The City further covenants to promptly execute and deliver at its expense an amendment
to this Agreement in form and substance satisfactory to the Bank evidencing the
amendment of this Agreement to include such Incorporated Provisions, provided that the
execution and delivery of such amendment shall not be a precondition to the
effectiveness of such amendment as provided for in this Section 5.02(d), but shall merely
be for the convenience of the parties hereto. To the extent that any such Incorporated
Provision (A) permits any Person or Persons to waive compliance with such provision or
(B) requires that a document, opinion or other instrument or any event or condition be
acceptable or satisfactory to any Person or Persons, for purposes of this Agreement, such
Incorporated Provision shall be complied with hereunder only if (x) it is waived by the
Bank or (y) such document, opinion or other instrument and such event or condition shall
be acceptable or satisfactory only if it is acceptable or satisfactory to the Bank, which
acceptance or satisfaction shall not be unreasonably withheld or delayed. No amendment
to such Incorporated Provisions made pursuant to any of the Financing Document or
otherwise shall be effective to amend such Incorporated Provision without the prior
written consent of the Bank and such Incorporated Provision shall remain in full force,
except to the extent modified, amended or waived by the Bank, whether or not the
respective document containing such Incorporated Provision remains in effect, whether
or not the original beneficiary of such Incorporated Provisions continues to be a creditor
of the City or whether such original beneficiary has otherwise lost its rights to enforce
such Incorporated Provisions.

(e) Notwithstanding anything in this Agreement or in any Financing
Document to the contrary, to the extent permitted by law, to the extent the holder of any
Revenue Bond, or any other Person, is permitted to accelerate or otherwise cause the
maturity of such Debt secured by the Net Revenues to become due prior to its scheduled
terms and accelerates or othcrwise causes maturity of such Debt to become due and
payable prior to maturity, upon the occurrence of an Event of Default hereunder, the
Bank may immediately declare all of the City's obligations hercunder to be, and such

-25-



amounts shall thereupon become, immediately due and payable without presentment,
demand, protest or other notice of any kind, all of which are hereby waived by the City.

Section 5.03. Reporting Requirements. The City shall keep proper books of record
and account in which full, true and correct entries will be made of all dealings and transactions of
or in relation to affairs, operations, transactions and activities of the Airport System in
accordance with generally accepted accounting principles applicable to governmental entities,
consistently applied, and will fumnish to the Bank a copy of each of the following:

(a) As soon as available, and in any event not later than 210 days after the
close of each Fiscal Year of the City, (i) the complete audited financial statements of the
Airport System including the balance sheet as of the end of such Fiscal Year and the
related statements of revenues, expenses and cash flows and changes in fund balance for
such Fiscal Year, setting forth in each case in comparative form the corresponding figurcs
for the preceding Fiscal Year all in reasonable detail, certificd and prepared by an
independent certified public accountant in accordance with generally accepted accounting
principles applicable to the City, consistently applied, together with the most recent
Annual Filing; and

{b) Within 60 days after the end of each quarter of each fiscal year financial
statements similar to those described in paragraph (i) above, unaudited but certified by an
authorized financial officer of the City with respect to the Airport System, such balance
sheets to be as of the end of such quarter and such statements of income and surplus to be
for the period from the beginning of the calendar year to the end of such quarter, in each
case subject to audit and year-end adjustments;

(c) Forthwith, and in any event within five (5) Busincss Days, after any
officer of the City obtains knowledge thereof, a certificate of the City setting forth the
occurrence of any Default or Event of Default, the details thereof and the action which
the City is taking or proposes to take with respect thereto;

(d) Simultancously with the delivery of the financial statements and the
Annual Filing referred to in clause (a) and clause (b} above and otherwise at the request
of the Bank, a certificate of the chief financial officer or treasurer of the City stating that .
(i) under his/her supervision the City has made a review of its activities during the
preceding annual period for the purpose of determining whether or not the City has
complied with all of the terms, provisions and conditions of this Agreement and the other
Financing Documents, (ii) to the best of his/her knowledge, no Event of Default or
Default has occurred and is continuing, or if an Event of Default or Default has occurred
and is continuing, such certificate shall specify each such Event of Default or Default, the
nature and status thereof and any remedial steps taken or proposed to correct each such
Event of Default or Default and (iii) to the best of his/her knowledge the City is in
compliance with the Ordinance;

(€) As soon as possible and in any event within thirty (30) days afier the
adoption thercof, a copy of the annual budget of the Airport System, containing estimates
of expenditurcs and anticipated Net Revenues for the Fiscal Year covered thereby;
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9 As soon as possible and in any event within thirty (30) days after the same
shall have been requested by the Bank, copies of (A) all feasibility studies that have been
prepared with respect to the Airport System, and (B) all final official statements or other
tinal disclosure statement prepared with respect to any additional Revenue Bonds or other
additional Dcbt relating to the Airport System;

(g) Simultaneously with the delivery to the Paying Agent/Registrar under the
Ordinance, copies of any information or request for information concerning this
Agreement or any of the Financing Documents as and when provided to the Paying
Agent/Registrar;

(h) Simultaneousty with the delivery of the financial statements and the
Annual Filing referred to in clause (a) above and otherwise at the request of the Bank, a
copy of the most recent rating letter reccived with respect to a new issue of the City
confirming the then current long-term rating on Revenue Bonds of the City issued under
the Ordinance;

(1) As soon as possible and in any event within ten (10) days after the
occurrence of a failure by an airline operating at the Airport System to make a material
payment under an airline agreement in effect with the City, written notice of the same;
and

) Such other information respecting the affairs, condition and/or operations,
financial or otherwise, of the Airport System as the Bank may from time to time
rcasonably request.

Section 5.04. Compliance With Law and Ordinance. The City shall comply with all
laws, ordinances, orders, rules and regulations (including Environmental Laws and ERISA) that
may be applicable to the City’s ownership or operation of the Airport System if the failure to
comply could rcasonably be expected to have a Material Adverse Effect. In addition, (i} the City
shall fix, charge and collect rates, fees, rentals and charges for the use and operation of the
Airport System as maybe necessary or appropriate to produce Gross Revenues and Net Revenues
in each Fiscal Year which will be at least sufficient to provide for the payment of expenses and
the making of deposits required under Section 5.04 of the Ordinance, and (ii) the City shall cause
to be included in cach annual budget of the Airport Systcm rcasonable provisions for the
scheduled payment of all amounts due and such other amounts reasonably estimated to become
due to the Bank under this Agreement and the other Financing Documents during the Fiscal Year
covered by such budget.

Section 5.05. Notices. The City will promptly fumish, or cause to be furnished, to the
Bank in writing (i) notice of the occurrence of any default or potential default under the
Ordinance which, with the lapse of time and/or giving of notice, would constitute an cvent of
default under the Ordinance, (ii) notice of the failure by the Remarkcting Agent or the Paying
Agent/Registrar to perform any of its obligations under thc Remarkcting Agreement or the
Ordinance, (iii) notice of any proposcd substitution of this Agreement, (iv) each notice requircd
to be given to the Bank pursuant to the Ordinance, (v) promptly after adoption thercof, copies of
any amendments or supplements to the Act and copies of amendments or supplements to the
Financing Documents, and (vi) notice of any litigation, administrative proceeding or
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development of which the City has knowledge and which, in the City’s reasonable judgment,
could reasonably be expected to have a Material Adverse Effect.

Section 5.06. Certain Information. The City shall not include in an offering document
for the Notes any information concerning the Bank that is not supplied in writing, or otherwise
consented to, by the Bank expressly for inclusion therein.

Section 5.07. Maintenance of Approvals: Filings, Etc. The City shall at all times
maintain in effect, renew and comply with all the terms and conditions of all consents, filings,
licenses, approvals and authorizations as may be necessary or appropriate under any applicable
law or regulation for its execution, delivery and performance of this Agreement and the other
Financing Documents to which it is a party.

Section 5.08. Inspection Rights. To the extent permitted by law, the City shall, at any
reasonable time during regular business hours and from time to time, upon reasonable notice,
permit the Bank or any agents or representatives thereof, at the City’s expense, to examine and
make copies of the records and books of account related to the Notes and with respect to the
Airport System, to visit its properties and to discuss the affairs, finances and accounts of the
Airport System with any of its officers and independent accountants.

Section 5.09. Additional Obligations. The City shall not issue any bonds, notes or
simtlar obligations or evidence of indebtedness payable from the Net Revenues or any other
amounts, accounts or other property held under the Ordinance except as permitted by the
Ordinance.

Section 5.10. Permitted Liens. The City shall not create or incur or suffer to be
incurred or to exist any Lien on the Net Revenues or any other funds, accounts or other property
held under the Ordinance except as permitted by the Ordinance.

Section 5.11. Insurance. The City will at all times maintain insurance with respect to
the business operations and properties of the Airport System against such risks, in such amounts,
with such companies and with such deductibles as required by the Ordinance.

Section 5.12. Redemption of Bank Notes; Payment of Fees.

(a) The City shall transfer or cause to be transferred such amounts on deposit
in any accounts held under the Ordinance to the Bank in order to pay obligations owing
to the Bank under this Agreement and the Bank Notes when due, to the extent permitted
under the Ordinance.

(b} While any Bank Notes are outstanding and in accordance with the
Ordinance, the City will to the extent obligated under Section 2.04(a) hereof, redeem
Bank Notes from Net Revenues under the Ordinance.

{c) The City hereby agrees that fees and other amounts payable to the Bank
(including principat and interest on Bank Notes) are secured by a lien and charge upon
the Net Revenues, if any, equal in rank to the lien and charge upon such Net Revenues of
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the amounts required to pay and secure the payment of the Revenuc Bonds of the City
thereafter issued on a parity with the Notes (including the Bank Notes).

Section 5.13. Maintenance of Existence. The City shall use its best efforts to preserve
and maintain its existence as a home rule municipality organized and existing under the laws of
the State, and to perform its obligations under this Agreement and the Financing Documents.
Further, the City shall maintain and preserve the Airport System in good repair at all times from
the Net Revenues and any other funds available for such purposes, and shail operate the Airport
System in an efficient and economical manner, as required by the Ordinance.

Section 5.14. Use of Proceeds. The City shall use the proceeds of the Notes for the
purposes set forth in the Ordinance.

Section 5.15. Optional Redemption. Without the prior written consent of the Bank, the
City shall not optionally redeem any Notes (other than Bank Notes) issued under the Ordinance
prior to redeeming Bank Notes in full or if, after giving effect to such redemption in full, there
would be any unpaid Differential Interest Amount.

Section 5.16. Conversions.

(a) The City shall promptly furnish, or cause to be furnished, to the Bank, not
later than its furnishing the same to the Remarketing Agent a copy of any written notice
furnished by the City to the Remarketing Agent, pursnant to the Ordinance indicating a
proposed conversion of the interest rate on the Notes to a rate of interest other than a
Weekly Interest Rate.

(b) The City shall not permit a conversion of the Notes to a rate of interest
other than a Weekly Interest Rate or a defeasance of all of the Notes, without, in either
case, the prior written consent of the Bank, unless upon such conversion or defeasance,
the Bank’s obligations under this Agreement and the Letter of Credit are terminated and
the obligations due and owing to the Bank are paid in full in accordance with the terms of
this Agreement. )

Section 5.17. Regulation U. The City is not engaged principally, or as one of its
important activities, in the business of extending credit for the purposes of purchasing or
carrying margin stock (within the meaning of Regulation U of the Board of Governors of the
Federal Reserve System), and will not use the proceeds of the Notes or any amounts paid by the
Bank under the Letter of Credit so as to violate Regulation U as it may be amended or interpreted
from time to time by the Board of Governors of the Federal Reserve System.

Section 5.18. Appointment of Successors and Replacements. The City shall not,
without the prior written consent of the Bank, such consent not to be unreasonably withheld,
delayed or conditioned, appoint or consent to the appointment of a successor Paying
Agent/Registrar or Remarketing Agent. The City will endeavor to replace the Paying
Agent/Registrar or the Remarketing Agent upon the reasonable request of the Bank if such entity
shall fail to perform its obligations under the Ordinance. The City will caus¢ a Remarketing
Agent acceptable to the Bank to be in place at all times whilc this Agreement is in effect or any
Bank Notes are outstanding,
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Section 5.19. Sovereign Immunity, To the extent authorized by Texas Government
Code Section 1371.059(c), the City agrees to waive sovereign immunity from suit and liability
for the purposes of adjudicating a claim to enforce this Agrecment or for damages for breach of
this Agreement. The City further represents that to the extent its obligations hereunder represent
the legal obligations of the City, it believes its non-discretionary duties are subject to
enforcement in Texas courts by writ of mandamus, and that is not immune to an equitable
mandamus action.

Section 5.20. Sale or Other Disposition of Airport System. The City shall not sell,
mortgage or otherwise dispose of the Airport System or any part thereof essential to the proper
operation of the airports or to the maintenance of the Net Revenues, as required by the
Ordinance. The City shall not enter into any lease or agreement which impairs the operation of
the Airport System or any part thercof necessary to secure adequate Net Revenues for the
payment of the principal of and interest on the Revenue Bonds, or which would otherwise impair
the rights of the Revenue Bond Owners with respect to the Net Revenues or the operation of the
Airport System, as required by the Ordinance.

Section 5.21. Exempt Status. The City shall not take any action or omit to take any
action that, if taken or omitted, would adversely affect the excludability of interest on the Notes

from the gross income of the holders thereof for purposes of Federal income taxation under the
Code.

Section 5.22. Replacement Facility or Defeasance. The City agree to use
commercially reasonable efforts to obtain an Alternate Letter of Credit to replacc the Letter of
Credit or to convert to a Non-Covered Mode or to otherwise refinance the Notes in the event (x)
the Bank shall decide not to extend the Stated Expiration Date or the City fails to requcst such an
extension (such replacement to occur on or before the Stated Expiration Date), or (y) the Bank
shall have caused a mandatory tender of the Notes following the occurrence of an Event of
Default.

Section 5.23. Maintenance of Ratings. The Airport shall maintain not less than one
long-term unenhanced credit rating from a Rating Agency on the Revenue Bonds.

Section 5.24. Bank Note Ratings. At any time Bank Notes are Outstanding, upon the
request of the Bank or any other institution that owns such Bank Notcs or a bencficial interest
therein, the City, at its expense, within fiftcen (15) days following receipt of such request, (i)
shall obtain from at lcast one of the Rating Agencies then rating the Notes, a rating specifically
assigned to such Bank Notes and (ii) shall ensure that the CUSIP number and the rating assigned
to such Bank Notes are available electronically to the Bank pursuant to a third-party provider of
such information.

Section 5.25. Further Assurances. At any time and from time to time the City shall
execute and deliver such further instruments and take such further action as may reasonably be
requested by the Bank to effect the purposes of this Agrecment.
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ARTICLE V]

EVENTS OF DEFAULT; REMEDIES

Section 6.01. Events of Default. Each of the following events shall constitute an
"Event of Default" under this Agreement:

(a) Non-Payment. Any Liquidity Advance, Term Loan, Note or principal
due on any Liquidity Advance, Term Loan, Note or Bank Notes is not paid when due, or
any interest due on any Liquidity Advance, Term Loan or Bank Notes is not paid when
due; or

(b)  Misrepresentation.  Any represeniation, warranty, certification or
statement made by the City (or incorporated by reference) in this Agreement -or any
Financing Document or in any certificate, financial statement or other document
delivered pursuant to this Agrcement or any Financing Document shall prove to have
been incorrect in any material respect when made (or deemed made); or

(c) Non—Payment of Fees. Non-payment when due of any amounts payable
under the Letter Agreement, together with interest thereon at the Default Rate; or

(d) Other Non—Payments. Non-payment when due of any other fees or
amounts payable under this Agreement (together with interest thereon at the Default
Rate) within five (5) days after written notice thereof to the City; or

() Nonpayment of Airport Obligations. Non-payment by the City of any
amounts owing by it under any Airport Obligations or under other any bonds or notes
secured by the Net Revenues or bonds or notes issued in anticipation of the issuance of
such bonds or notes; or )

(f) Certain Breaches. The City shall fail to observe or perform any covenant
contained (or incorporated by reference) in any of Section 5.01, 5.02(b), 5.03(c), 5.04
(but solely as to the second sentence thereof), 5.06, 5.08, 5.09, 5.10, 5.12 through 5.16
(but solely as to subsection (b)), inclusive, 5.18 through 5.20, inclusive, or 5.23; or

(g} Other Breaches. The City shall fail to observe or perform any covenant
contained (or incorporated by reference) in this Agreement (other than those specified in
(a), (¢), (d) or (f) of this Section) or in any Financing Document for thirty (30) days after
written notice thereof has been given to the City by the Bank; or

(h)  Insolvency. (A) The City or the Airport System shall commence any case,
proceeding or other action under any existing or future law of any jurisdiction, domestic
or foreign, relating to bankruptcy, insolvency, reorganization or relief of debtors, (i)
seeking to have an order for relief entered with respect to it, or secking to adjudicate it a
bankrupt or insolvent, or seeking reorganization, arrangement, adjustment, winding-up,
liquidation, dissolution, composition or other relicf with respect to it or its Debts, or
(ii) seeking appointment of a receiver, trustee, custodian or other similar official for it or
for all or any substantial part of its assets, or the City or the Airport System shall make a
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general assignment for the benefit of its creditors; or (iii) there shall be commenced
against the City or the Airport System any case, proceeding or other action of a nature
referred to in clause (A) above which (1) results in an order for such relief or in the
appointment of a receiver or similar official or (2) remains undismissed, undischarged or
unbonded for a period of 60 days; or {3) there shall be commenced against the City or the
Airport System any case, proceeding or other action seeking issuance of a warrant of
attachment, execution, distraint or similar process against all or any substantial part of its
assets, which results in the entry of an order for any such relief which shall not have been
vacated, discharged, or stayed or bonded pending appeal within 60 days from the entry
thereof; or (4) the City or the Airport System shall take any action in furtherance of, or
indicating its consent to, approval of, or acquiescence in, any of the acts set forth in
clause (i), (ii) or (iii) above; or (B) the City or the Airport System shall generally not, or
shall be unable to, or shall admit in writing its inability to, pay its Debts; or

() Invalidity. Any material provision of this Agreement or any Financing
Document (excluding the Remarketing Memorandum) shall at any time for any reason
cease to be valid and binding on the City or the Airport System or shall be declared to be
null and void, or the validity or enforceability thereof shall be contested by the City or the
Airport System or by any Governmental Authority having jurisdiction, or the City or the
Airport System shall deny that it has any further liability or obligation under any such
document, or such document is cancelled or terminated without the Bank’s prior written
consent; or

() Cross—Default. The City shall fail to make any payment in respect of any
Airport Obligations (including any such Notes owned by or for the account of any credit
enhancer or credit facility provider with respect to any Airport Obligations) or under
other any bonds or notes secured by the Net Revenues or bonds or notes issued in
anticipation of the issuance of such bonds or notes when due or within any applicable
grace period, or the City shall fail to perform any other agreement, term or condition
contained in any agreement under which any such Airport Obligations or such other
bonds or notes secured by the Net Revenues or bonds or notes issued in anticipation of
the issuance of such bonds or notes is created or secured, which shall permit or result in
the declaring duc and payable of such Airport Obligations or such other bonds or notes
prior to the date on which it would othcrwise have become due and payable; or

(k)  Judgment. A final judgment or order for the payment of money by the
City with respect to the Airport System in excess of $2,500,000 shall have been rendered
against the City with respect to the Airport System which is not insured through a third
party-issued liability insurance policy (or with respect to which such insurer has denied
coverage) or which is in excess of the Airport System's liability insurance coverage, and
such final judgment or order shall, by order of the Governmental Agency issuing such
final judgment or order, be payable from the Net Revenues or other monies pledged to
the payment of the Notes under the Ordinance and shall not otherwise be paid or satisfied
within sixty (60) Business Days of the date such judgment is rendered, and such
judgment or order shall not have been stayed, bonded pending appeal, or if no bond is
required pending appeal, the City shall not have reserved the amount of such judgment in
a restricted account pending appcal; or



3] Event of Default. The occurrence of an "event of default" under any of
the Financing Documents; or

(m)  Remarketing Agent. The City shall fail to maintain a Remarketing Agent
acceptable to the Bank; or

(n) Ratings. Any Rating Agency then rating the Notes or any Revenue Bonds
shall have (i) withdrawn its long-term unenhanced credit rating of the Notes or such
Revenue Bonds, (ii) suspended its long-term unenhanced credit rating of the Notes or
such Revenue Bonds, or (ii1) lowered its long-term unenhanced credit rating of the Notes
or such Revenue Bonds to below "BBB" (or to the equivalent rating then in cffect with
respect to such Rating Agency).

Section 6.02. Remedies. If any Event of Default shall have occurred and be continuing
upon the election of the Bank: (i) all amounts payable hereunder shall upon notice to the City
become immediately duc and payable, with interest thereon at the Default Rate, without
presentment, demand, protest or further notice of any kind, all of which are hereby expressly
waived by the City and the Airport System; provided that, if an Event of Default described in
Section 6.01(h) has occurred, all amounts payable hereunder will be automatically accelerated on
the date of the occurrence of such Event of Default without presentment, demand, protest, notice
of intention to accelerate, notice of acceleration or other notice of any kind to the City, the
Airport System or any other Person, all of which are hereby expressly waived; (ii) the Bank shall
notify the Paying Agent/Registrar of an Event of Default under this Agrcement, shall direct the
Paying Agent/Registrar to cause a mandatory tender of all of the Notes, and shall state that the
Letter of Credit will terminate on the twentieth (20th) day following the date of receipt by the
Paying Agent/Registrar of such notice, and (iii) the Bank shall have all the rights and remedies
available to it under this Agreement, the Financing Documents or otherwise pursuant to law or
equity.

Section 6.03. Adjustment; Right of Set-off.

(a) The City expressly agrees that to the extent the City makes a payment or
payments and such payment or payments, or- any part thereof, are subsequently
invalidated, declared to be fraudulent or preferential, set aside or are required to be repaid
to a trustee, rccciver, or any other party under any bankruptcy act, statc or federal law,
common law or equitable cause, then to the extent of such payment or repayment, the
obligations to the Bank or part thereof intended to be satisfied shall be revived and
continued in full force and effect as if said payment or payments had not been made.

(b) Subject to any Lien or claim having priority over the Bank’s claims
hereunder, upon the occurrence and during the continuance of any Event of Default, the
Bank is hereby authorized at any time and from time to time, without noticc to the City
(any such notice being expressly waived by the City) and to the fullest extent permitted
by law, to set off and apply any and all deposits (general or special, time or demand,
provisional or final) at any time held and other indebtedness at any time owing by the
Bank to or for the credit or the account of the City, against any and all of the obligations
of the City now or hereafter existing under this Agreement, irrespective of whether or not
the Bank shall have made any demand hereunder; provided that the Bank may only set
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off and apply deposits and other indebtedness which constitute, or are otherwisc payable
from, Net Revenues of the Airport System. The Bank agrees to notify the City promptly
after any such set-off and application; provided, however, that the failure to give such
notice shall not affect the validity of such set-off and application. The rights of the Bank
under this Section are in addition to other rights and remedies (including, without
limitation, other rights of set-off or recoupment) that the Bank may have.

ARTICLE VII

MISCELLANEOUS
Section 7.01. Amendments and Non-Waiver.

(a) No provision of this Agreement may be amended, modified, waived,
discharged or terminated orally, but only by an instrument in writing signed by the parties
hercto; provided, however, that the provisions of Sections 2.04, 2.05 and 2.07 hereof,
Articles II1, IV, and V and Section 7.04 hereof may be amended, modified, waived,
discharged or terminated and the Stated Expiration Date may be extended in accordance
with Section 2.06(b) hereof by instruments in writing signed solely by the Bank and with
notice to the Paying Agent/Registrar. The City shall give notice to Moody’s and S&P of
any amendments to this Agreement as provided in the Ordinance.

(b) An Event of Default or Default may be waived only in writing by the
Bank and any such Event of Default or Default which has been waived in writing by the
Bank shall not be deemed to be continuing during the period (including any retroactive
period) for which the waiver is cffective, but such waiver shall not operate as a waiver of,
or estoppel with respect to, any other or subsequent failure to perform or observe any
obligation hereunder. No failure or delay on the part of the Bank in exercising any right,
remedy, power or privilege under this Agreement or under any of the Financing
Documents and no course of dealing between the City or any other person and the Bank
shall operate as a waiver hereof or thereof] nor shall any single or partial exercise of any
right, power or privilege hereunder or under any of the Financing Documents preclude
any other or further exercise of any other right, remedy, power or privilege. The rights,
remedies, powers and privileges provided herein and in the Financing Documents are
cumulative and not exclusive of any rights, remedies, powers and privileges provided by
law or in equity or otherwise. No notice to or demand on the City in any case shall cntitle
the City to any other or further notice or demand in similar or other circumstances or
constitute a waiver of the right of the Bank to any other or further action in any
circumstances without notice or demand. The Bank may remedy any default by the City
hereunder or with respect to any other person, firm or corporation in a reasonable manner
without waiving the default remedied and without waiving any other prior or subscquent
default by the City.

Section 7.02. Survival of Rcpresentations and Warranties.  All  agreements,
representations and warrantics contained in this Agreement and in any certificates delivered
pursuant hereto shall survive the exceution and delivery of this Agreement, and the agreements



contained in Sections 2.05, 7.03 and 7.12 hereof shall survive payment of any amounts payable
hereunder and with respect to any Bank Notes and the termination of this Agreement.

Section 7.03. Expenses; Documentary Taxes.

(a) In addition to the fecs payable under Section 2.08 hereof, the City shall
pay all out-of-pocket cxpenses of the Bank, including reasonable fees and disbursements
of counsel for the Bank, in connection with the preparation of this Agreement and the
Financing Documents, any waiver or consent hereunder or any amendment hereof or any
Event of Default or Default or alleged Event of Default or Default or any workout or
restructuring hereunder. The City also agrees to pay all of the Bank’s out of pocket
expenses (including, without limitations, reasonable fees and expenses of counsel to the
Bank) arising in connection with the enforcement or administration of, or preservation of
rights in connection with, this Agrcement or the other Financing Documents

(b) The City shall pay or reimbursc the Bank for (i) any present or future
claim or Hability for any and all stamp, transfer, documentary, excise or other similar tax
and other taxes and fees, including any penalties or interest with respect thereto, which
may be assessed, levied or collected by any government authority in connection with the
execution, delivery, filing, recording and performance of, or any payment made under,
this Agreement, the Notes and the other Related Documents, or any amendment thereto,
and (i1) any penalties, interest or similar charges, which may be assessed, levied or
collected under the Code as a consequence of the failure of the Bank or any other Bank
Noteholder to include the interest on or any amount in respect of interest on the Notes at
any time held by the Bank or such other Bank Noteholder as gross income in its tax
returns for any period.

(c) To the extent permitted by law and solely from Net Revenues, the City
. agrees to indemnify and hold harmless the Bank, its officers, directors, employees and
agents (each an "Indemnified Party") from and against any and all claims, damages,
losses, liabilitics, reasonable costs or expenses whatsoever which an Indemnified Party
may incur (or which may be claimed against an Indemnified Party by any Person) by
reason of or in connection with the execution and delivery of and consummation of the
transactions contemplated under this Agreement and any Financing Document, including,
without limitation, (i) the offering, sale, remarketing or resale of Notes (including,
without limitation, by reason of any untrue statement or alleged untrue statement
contained or incorporated by reference in the Remarketing Memorandum, or in any
supplement or amendment thereof, prepared with respect to the Notes, or the omission or
alleged omission to statc therein a material fact necessary to make such statements, in
light of the circumstances under which they are or were made, not misleading or the
failure to deliver the Remarketing Memorandum to any offeree or purchaser of Notes)
and (ii) the execution and delivery of, or payment or failure to pay by any Person (other
than the Bank, as and when required by the terms and provisions hereof) under this
Agreement, provided, however, that the City shall not be required to indemnify the Bank
for any claims, damages, losses, liabilities, costs or expenses to the extent, but only to the
extent, caused by the willful misconduct or negligence of the Bank.
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(d) The provisions of this Section 7.03 shall survive termination of this

Agreement.

Section 7.04. Notices.

specified below:

If to the City, to:

If to the Bank:

Except as otherwise provided in Section 2.02(a) hereof, all
notices, requests and other communications hereunder shall be in written form (including
telecopier) and shall be given to the party to whom addressed, at its address or telecopier number
set forth below, or such other address or telecopier number as such party may hercafier specify
for the purpose by notice to the other parties listed below. Each such notice, request or
communication shall be effective (i) if given by telecopy, when such communication is
transmitted to the number specified below and the appropriate answerback is received and a
confirmation of transmission retained by the sender, (i) if given by mail, three Business Days
after such communication is deposited in the United States registered mail with first class
postage prepaid or by nationally-recognized overnight courier service prepaid, in cach case
addressed as aforesaid or (iii) if given by any other means, when hand-delivered at the address

City of Austin, Texas
Municipal Building

124 West Eighth Street
Austin, Texas 78701
Attention:

Telephone: (512) 499-2450
Facsimile: (512) 499-2573

State Street Bank and Trust Company
State Street Financial Center

One Lincoln Street, SFC/S

Boston, Massachusetts 02111-2900
Attention: Thomas Henderson {Credit Contact)
Telephone: (617) 664-1064 :
Facsimile: (617) 946-0358

State Street Bank and Trust Company

State Street Financial Center

Ong Lincoln Street, SFC/5

Boston, Massachusetts 02111-2900

Attention: Adam Kennedy (Operations Contact)
Telephone: (617) 664-3818

Facsimile; (617) 310-5757

For L etter of Credit Draws:

State Street Bank and Trust

Company Loan Operations Department
Attention: Standby Lectter of

Credit Unit

Mailstop: CPH0426

100 Huntington Ave., Tower 2
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4th Floor

Boston, Massachusetts 02116
Attention: Peter J. Connolly
Telephone: {617) 937-8798
Facsimile: (617) 662-4201

Wire Instructions (Commitment Fees/Draw Fees):

State Street Bank and Trust Company

Boston, MA

ABA Number: 011-000-028

Account Number: 4867-932-8

Account Name: Municipal Finance Fee Receivable
Attention: Adam Kennedy (Operations Contact)
Telephone: (617) 664-3818

Facsimile: (617) 310-5757

Wire Instructions { Draw Reimbursement):

State Street Bank and Trust Company

Boston, MA

ABA Number: 011-000-028

Account Number: 4867-933-6 -
Account Name: Municipal Finance Draw Clearing Account
Attention: Adam Kennedy (Operations Contact)
Telephone: (617) 664-3818

Facsimile: (617} 310-5757

If to the Paying

Agent/Registrar, to: The Bank of New York Mellon Trust Company, N.A.
919 Congress Avenue, Floor 5
Austin, Texas 78701
Attention: Corporate Trust Department
Telephone:
Facsimile:

All notices given by telephone, telecopier or other electronic means shall be confirmed in writing
as promptly as practicable. All notices given to the Bank shall be given to the attention stated
above or to any other attention or person(s) from time to time designated by the Bank in a written
certificate of the Bank furnished to the City and the Paying Agent/Registrar, signed on behalf of
the Bank.

Section 7.05. Participation. The Bank shall have the right at any time to sell, grant or
transfer participations in all or part of this Agreement and the obligations of the City hereunder
to any other bank or banks without the consent of or notice to the City; provided that no such
action by the Bank shall relieve the Bank of its obligations under this Agreement or the Letter of
Credit. The Bank may disclose to any participants or prospective participants any information or
other data or material in the Bank’s possession relating to this Agreement, any Financing
Document and the City, without the consent of or notice to the City.
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Section 7.06. Satisfaction Requirement. If any agreement, certificate or other writing,
or any action taken or to be taken, is by the terms of this Agreement required to be satisfactory to
the Bank, the determination of such satisfaction shall be made by the Bank in its solc and
exclusive judgment.

Section 7.07. Governing Law. THIS AGREEMENT SHALL BE DEEMED TO BE A
CONTRACT UNDER, AND SHALL BE GOVERNED BY, AND CONSTRUED AND
INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE NEW YORK AND
APPLICABLE FEDERAL LAW WITHOUT REGARD TO CHOICE OF LAW RULES;
PROVIDED, HOWEVER, THE OBLIGATIONS OF THE CITY HEREUNDER SHALL BE
GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH THE
LAWS OF THE STATE.

Section 7.08. Counterparts. This Agreement may be executed simuitaneously in two
or more counterparts, each of which shall be deemed an original, and it shall not be necessary in
making proof of this Agreement to produce or account for more than one such counterpart.

Section 7.09. Severability. Any provision of this Agreement which is prohibited,
unenforceable or not authorized in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition, unenforceability or non-authorization without invalidating the
remaining provisions hereof or affecting the validity, enforceability or legality of such provision
in any other jurisdiction.

Section 7.10. Headings. Article and Section headings in this Agrcement are included
herein for convenience of reference only and shall not constitute a part of this Agreement for any
other purpose.

Section 7.11. Integration. This Agreement is intended to be the final agreement
between the parties hereto relating to the subject matter hereof and this Agreement and any
agreement, document or instrument attached hereto or expressly referred to herein shall
supersede all oral negotiations and all prior or contemporaneous writings with respect to the
subject matter hereof.

Section 7.12. Net of Taxes, Etc.

(a) Any and all payments to the Bank by the City hereunder shall be made
free and clear of and without deduction for any and all taxes, levies, imposts, deductions,
charges, withholdings or liabilities imposed thereon, excluding, however, taxes imposed
on or measurcd by the net income or capital of the Bank by any jurisdiction or any
political subdivision or taxing authority thereof or therein solely as a result of a
connection between the Bank and such jurisdiction or political subdivision (all such non-
excluded taxes, levies, imposts, deductions, charges, withholdings and liabilities being
hereinafter referred to as "Taxes"). If the City shall be required by law tq withhold or
deduct any Taxes imposed by the United States or any political subdiviston thercof from
or in respect of any sum payable hereunder to the Bank, (i) the sum payablc shall be
increased as may be necessary so that after making all required deductions (including
deductions applicable to additional sums payable under this Section 7.12), the Bank
receives an amount equal to the sum it would have received had no such deductions been
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made, (ii) the City shall make such deductions and (iii) the City shall pay the full amount
deducted to the relevant taxation authority or other authority in accordance with
applicable law. If the City shall make any payment under this Section 7.12 to or for the
benefit of the Bank with respect to Taxes and if the Bank shall claim any credit or
deduction for such Taxes against any other taxes payable by the Bank to any taxing
jurisdiction in the United States then the Bank shall pay to the City an amount equal to
the amount by which such other taxes are actually reduced; provided that the aggregate
amount payable by the Bank pursuant to this sentence shall not exceed the aggregate
amount previously paid by the City with respect to such Taxes.

(b) The City shall, to the fullest extent permitted by State law, pay or
teimburse the Bank for the full amount of Taxes including any Taxes imposed by any
jurisdiction on amounts payable under this Section 7.12 paid by the Bank or any liability
(including penalties, interest and expenses) arising therefrom or with respect thereto,
whether or not such Taxes were correctly or legally asserted. The Bank agrees to give
notice to the City of the assertion of any claim against the Bank relating to such Taxes as
promptly as is practicable after being notified of such assertion; provided that the Bank’s
failure to notify the City promptly of such assertion shall not relieve the City of its
obligation under this Section 7.12. Payments by the City pursuant to this Section shall be
made within thirty (30) days from the date the Bank makes written demand therefor,
which demand shall be accompanied by a certificate describing in reasonable detail the
basis thercof. The Bank agrees to repay to the City any refund (including that portion of
any interest that was included as part of such refund) with respect to Taxes paid by the
City pursuant to this Section 7.12 received by the Bank for Taxes that were paid by the
City pursuant to this Section 7.12 and to contest, with the cooperation and at the expense
of the City, any such Taxes which the Bank or the City reasonably believes not to have
been properly assessed.

(©) Within thirty (30) days after the date of any payment of Taxes by the City,
the City shall furnish to the Bank, the original or a certified copy of a receipt evidencing
payment thereof.

(d) The obligations of the City under this Section 7.12 shall survive the
termination of this Agreement.

Section 7.13. Successors and Assigns; Benefit of Agreement.

(a) This Agreement shall be binding upon each party hereto, its successors
and permitted assigns without further action by any party hereto, provided, however, that
(i) the City may not transfer or assign any or all of its rights or obligations hereunder
without the prior written consent of the Bank and (ii) the Bank shall not transfer or assign
any or all of its obligations hereunder (A) without the prior written consent of the City
(which consent shall not be unreasonably withheld), provided that no such consent shall
be required if an Event of Default shall have occurred and is continuing, and (B) unless
there shall have been delivered to the City and the Paying Agent/Registrar written
evidence from Moody’s, if the Notes then shall be rated by Moody’s, and S&P, if the
Notes then shall bc rated by S&P, in each case to the effect that such transfer or
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assignment will not, by itself, result in a reduction or withdrawal of the ratings of the
Notes from those which then prevail.

(b) This Agreement is made and entered into solely for the protection and
benefit of the Bank, and the City and both of their respective successors and assigns and
no other person shall have any right of action under this Agreement. Any and all claims
asserted hereunder or under any Bank Notes may be asserted and only asserted by the
City or the Bank, and both of their respective successors and permitted assigns.

Section 7.14. Term of Agreement; Continuing Obligations. This Agreement is a
continuing obligation of the City and shall, until the later of the Expiration Date and the date on
which all amounts due and owing to the Bank hereunder and under the Bank Notes shall have
been paid in full, (i) be binding upon the City, its successors and assigns, and (ii} inure to the
benefit of and be enforceable by the Bank and its successors, transferees and assigns, under all
circumstances whatsoever, including, without limitation, the following circumstances:

(a) | any lack of validity or enforceability of all or any of the Financing
Documents;

(b)  any amendment or waiver of or any consent to or departure from the terms
of all or any of the Financing Documents;

{c) any exchange, release or non—perfection of any collateral or any release or
amendment or waiver of or consent to departure from any guaranty and insurance
documents;

(d) the existence of any claim, right of set—off or recoupment, defense, or
other right which the City may have at any time against the Paying Agent/Registrar, the
Remarketing Agent, the Bank (other than the defense of the payment to the Bank in
accordance with the terms of this Agreement) or any other person or entity, whether in
connection with this Agrecment, the Financing Documents or any unrelated transactions;

(e) any certificate, notice or any other document presented other than by the
Bank under this Agreement or any of the Financing Documents proving to be forged,
fraudulent, invalid or insufficient in any respect or any statement therein being untrue or
inaccurate in any respect whatsoever; or

(6 any other circumstances or happening whatsoever, whether or not similar
to any of the foregoing.

Section 7.15. Nature of Bank’s Duties.

(a) The Bank may, under this Agreement, receive, accept and pay any drafts,
demands or other documents and instruments (otherwise in order) signed by, or issued to,
the receiver, trustec in bankruptcy, custodian, executor, administrator, guardian or
conservator of anyone named in this Agreement or the Ordinance as the person by whom
drafts, demands and other documents and instruments are to be made or issued. The City
hereby waives any right to object to any payment made under this Agrecement against a
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draft and accompanying documents as provided in the Letter of Credit varying in
punctuation, capitalization, spelling or similar matters of form.

(b) Neither the Bank nor any of its officers or directors shall be liable or
responsible for (i) the use which may be made of the Letter of Credit or for any acts or
omissions of the Paying Agent/Registrar or the Remarketing Agent or the agents of
either, (if) the general and particular conditions stipulated in the Letter of Credit, (iii) the
validity or genuineness of any documents presented under the Letter of Credit (or any
endorsement thereon), even if such documents should in fact prove to be in any or all
respects forged, fraudulent, invalid, unenforccable or insufficient or any statement therein
being inaccurate in any respect whatsoever, (iv) payment by the Bank under the Letter of
Credit against presentation of documents which do not comply with the terms of the
Letter of Credit, including failure of any documents to bear any reference or adequate
reference to the Letter of Credit, (v) the existence, form, sufficiency and breach of
contracts of any nature whatsoever, including the Financing Documents and the Letter of
Credit, (vi) the solvency, standing and responsibility of any person whomsoever, (vii) any
delay by any person other than the Bank in giving or failure to give any notice, demand
or protest, (viii) failure of any person (other than the Bank) to comply with the terms of
the Letter of Credit, (ix) errors, omissions, delays in or non-delivery of any message,
however sent, (x) any act or failure to act by the Paying Agent/Registrar which results in
the failure of the Paying Agent/Registrar to effect any purchase of Notes with funds
provided by the Bank under the Letter of Credit or to comply with applicable provisions
of the Ordinance, or (xi) any other circumstance or happening whatsoever, whether or not
similar to any of the foregoing, in making or failing to make payment under the Letter of
Credit. Notwithstanding the foregoing, the Bank shali be liable to the City to the extent,
but only to the extent, of any direct, actual damages, and excluding any consequentiai,
special, indirect or exemplary damages or lost profits suffered by the City, which direct,
actual damages the City proves in a final, non—appealable judgment were caused by the
Bank’s willful failure to honor draws when required under the terms and conditions
thereof or caused by the negligence of the Bank.

(9] Without in any way limiting the terms of Section 7.15(a)-(b) hereof, the
Bank may accept documents under the Letter of Credit that appear on their face to be in
order, without responsibility for further investigation, regardless of any notice or
information to the contrary.

Section 7.16. USA PATRIOT Act. The Bank, to the extent that it is subject to the

requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26,
2001)) (the "Patriot Act™), hereby notifies the City that pursuant to the requirements of the
Patriot Act, it is required to obtain, verify and record information that identifies the City, which
information includes the name and address of the City and other mformat:on that will allow the
Bank to identify the City in accordance with the Patriot Act.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed and delivered by their respective duly authorized officers as of the day and year first
above written.

CITY OF AUSTIN, TEXAS

By:
Name:
Title:

STATE STREET BANK AND TRUST

COMPANY

By

Name: Timothy L. Batler
Title Senior Vice President



EXHIBIT A

FORM OF IRREVOCABLE LETTER OF CREDIT

FEBRUARY ___, 2009
BENEFICIARY: FOR THE ACCOUNT OF:
The Bank of New York Mellon Trust City of Austin, Texas
Company, N.A,, as Paying Municipal Building
Agent/Registrar 124 West Eighth Street
919 Congress Avenue, Floor 5 Austin, Texas 78701

Austin, Texas 7870t
Attention: Corporate Trust Department

Ladies and Gentlemen:

1. We hereby establish, at the request and for the account of the City of Austin,
Texas (the "City"), in your favor, as Paying Agent/Registrar, for the benefit of the holders of the
Notes (as hereinafier defined), under the Ordinance No. 950817-B on August 17, 1995 (as
amended by the Ordinance No. 98-0205-A adopted on February 5, 1998, the "Ordinance™),
pursuant to which $28,000,000 principal amount of City of Austin, Texas Airport System
Variable Rate Revenue Notes, Series A (the "Notes") are being issued, our Irrevocable Letter of
Credit No. (the "Letter of Credit"), in the amount of § (as more fully
described below), effective immediately and expiring on the earliest to occur of any of the
following (the "Expiration Date"): (i) the close of business on February ___, 2012 or if such
date is extended pursuant to the terms hereof, the date as so extended (the "Stated Expiration
Date"), (ii) the date on which the principal amount of and interest on the Notes shall have been
paid in full, (iii) the close of business on the second Business Day following conversion of the
interest rate on all of the Notes to a Bond Interest Term Rate (as defined in the Ordinance), (iv)
the date which is the earlier of (A) the date on which we honor a draft drawn hereunder to
purchase the Notes following your receipt of written notice from us that an Event of Default
under the Letter of Credit and Reimbursement Agreement dated as of February 1, 2009 between
the City and us (the "Reimbursement Agreement") has occurred and is continuing, directing you
to cause a mandatory tender of all of the Notes, and stating that this Letter of Credit will
terminate on the tenth (10th) calendar day following the date of your receipt of such notice
(substantially in the form of Exhibit 9) or (B) the tenth (10th) calendar day following the date of
the Paying Agent/Registrar’s receipt of the notice described in the preceding clause (A), (v) the
date this Letter of Credit is surrendered to us by you for cancellation following acceptance by
you of a Alternate Letter of Credit (as defined in the Reimbursement Agreement), or (vi) the date
we honor the final drawing available hereunder.



2. We hereby irrevocably authorize you to draw on us in accordance with the terms
and conditions, and subject to reductions in amount and reinstatement, as hereinafter set forth, by
your drafts, an aggregate amount not exceeding $ (the "Letter of Credit Amount™),
of which an aggregate amount not exceeding $28,000,000 may be drawn upon with respect to
payment of principal of the Notes or that portion of the purchase price of Notes tendered for
purchase ("Purchase Price") corresponding to principal (the "Letter of Credit Amount-Principal
Component"), and of which an aggregate amount not exceeding $ (but no more than an
amount equal to accrued interest on the Notes for the immediately preceding [61] days,
computed as though the Notes bore interest at the rate of 15% per annum notwithstanding the
actual rate borme by the Notes from time to time, based on a 365-day year) may be drawn upon
with respect to payment of interest on the Notes or that portion of the Purchase Price of Notes
corresponding to interest (the "Letter of Credit Amount-Interest Component"). The foregoing
Letter of Credit amounts comprising the Letter of Credit Amount-Principal Component and the
Letter of Credit Amount-Interest Component will be reduced upon redemption of any Notes as
provided in the Ordinance or upon payment of Notes at maturity of any Notes pursuant to the
Ordinance, and in such circumstances you shall deliver to us a certificate in the form of Exhibit 5
attached hereto.

3. Only you, as Paying Agent/Registrar, or any successor Paying Agent/Registrar
under the Ordinance, may make drawings under this Letter of Credit. Upon the payment to you
or your account of the amount specified in a draft drawn hereunder, we shall be fully discharged
of our obligation under this Letter of Credit with respect to such draft, and we shall not thereafter
be obligated to make any further payments under this Letter of Credit in respect of such drafi to
you or to any other person who may have made to you or who makes to you a demand for
purchase of, or payment of principal of or interest on any Note. Notes that bear interest at the
Bond Interest Term Rate or that are registered in the name of the City or are held or required to
be held for our benefit pursuant to Section 3.21 of the Ordinance (collectively, the foregoing
Notes shall be referred to as "Ineligible Notes") shall not be entitled to any benefit of this Letter
of Credit.

4. The Letter of Credit Amount-Principal Component and the Letter of Credit
Amount-Interest Component, as the case may be, shall be reduced immediately following our
honoring any draft drawn hereunder to pay principal of, or interest on, the Notes, to pay the
interest portion of the Purchase Price of the Notes, or to pay the principal portion of the Purchase
Price of the Notes (a "Liquidity Drawing™), in each case by an amount cqual to the amount of
such draft.

5. Following each drawing hereunder to pay interest on the Notes (excluding interest
constituting a portion of the Purchase Price of Notes), the amount so drawn shall be
automatically reinstated to the Letter of Credit Amount Interest Component immediately upon
payment by us of such drawing. Following each drawing hereunder to pay interest constituting a
portion of the Purchase Price of Notes, the amount so drawn shall be automatically reinstated to
the Lettcr of Credit Amount-Interest Component, concurrent with either (i) our receipt of
reimbursement of such Purchase Price amount, or (ii) an election by us to retain Bank Notes
pursuant {o Section 2.06(b) of the Reimbursement Agreement (regardless of the Purchase Price
received for such Bank Notes).



6. Following each drawing hereunder to pay the Purchase Price of Notes
corresponding to the Letter of Credit Amount-Principal Component, the amount so drawn shall
be automatically reinstated to the Letter of Credit Amount-Principal Component, concurrent with
our receipt of reimbursement of such Purchase Price amount.

7. Demands for payment hereunder honored by us shall not at the time of such
drawing exceed the Letter of Credit Amount, as such Letter of Credit Amount may have been
reduced or reinstated by us.

8. Funds under this Letter of Credit are available to you against (a) your sight draft
payable on the date such draft is drawn on us, stating on its face: "Drawn under State Street
Bank and Trust Company Irrevocable Letter of Credit No. "; (b)if the

drawing is being made with respect to payment of principal of the Notes, a certificate signed by
you in the form of Exhibit 1 attached hereto appropriately completed; (¢) if the drawing is being
made with respect to payment of interest on the Notes, a certificate signed by you in the form of
Exhibit 2 attached hereto appropriately completed; (d) if the drawing is a Liquidity Drawing, a
certificate signed by you in the form of Exhibit 3 attached hereto appropriately completed; and
(e) simultaneousty with any Liquidity Drawing being made hereunder, a certificate signed by
you in the form of Exhibit 4 attached hereto appropriately completed regarding the portion of the
Purchase Price of the Notes corresponding to interest. Such draft(s) and certificate(s) shall be
dated the date of presentation, which shall be made to State Street Bank and Trust Company, for
Courier Mail to: State Street Bank and Trust Company, Loan Operations Department, Attention:
Standby Letter of Credit Unit, Mailstop: CPH0426, 100 Huntington Ave., Tower 2, 4th Floor,
Boston, Massachusetts 02116, Facsimile Transmission No. {(617) 937-8866 (with transmission
confirmed by call to Telephone No. (617) 937-8798) (or any other office which may be
designated by us by written notice delivered to you). If we receive your drafi(s) and
certificate(s) in the forms of Exhibit 3 or Exhibit 4 at such office, all in strict conformity with the
terms and conditions of this Letter of Credit, at or prior to 1:00 p.m., New York, New York timc,
on a Business Day on or prior to the Expiration Date, we will honor the same no later than
3:00 p.m., New York, New York time, on the same Business Day in accordance with your
payment instructions. If we receive drafi(s) and certificate(s) in the forms of Exhibit 3 or Exhibit
4 at such office, all in strict conformity with the terms and conditions of this Letter of Credit,
after 1:00 p.m., New York, New York time, on a Business Day on or prior to the Expiration
Date, we will honor the same no later than 12:00 p.m, noon, New York, New York time, on the
next succeeding Business Day in accordance with your payment instructions. Presentation of
drawings to pay the Purchase Price of Notes also may be madc by a telecopy transmission of the
documents described in the applicable subparagraphs (a), (d) and (e) above to State Street Bank
and Trust Company, Loan Operations Department, Attention: Standby Letter of Credit Unit,
Mailstop: CPH0426, 100 Huntington Ave., Tower 2, 4th Floor, Boston, Massachusetts 02116,
Facsimile Transmission No. (617) 937-8866 (with transmission confirmed by call to Telephone
No. (617) 937-8798), or such other telecopier and telephonc numbers that we hercafter designate
by written notice delivered to you. If we receive your drafi(s) and certificate(s) in the forms of
Exhibit 1 or Exhibit 2 at or prior 9:30 a.m., New York, New York time, on a Business Day, on or
prior to the Expiration Date, we will honor the same no later than 3:00 p.m., New York, New
York time, on the same Business Day. If we reccive your drafts and certificates in the forms of
Exhibit 1 or Exhibit 2 after 9:30 a.m., New York, New York time, on a Business Day, on or prior
to the Expiration Date, we will honor the samce no later than 12:00 p.m., noon, New York, New



York time, on the next succeeding Business Day. Presentation of drawings to pay the principal
of and interest on Notes also may be made by a telecopy transmission of the documents
described in the applicable subparagraphs (a) through (c) above to State Street Bank and Trust
Company, Loan Operations Department, Attention: Standby Letter of Credit Unit, Mailstop:
CPHO0426, 100 Huntington Ave., Tower 2, 4th Floor, Boston, Massachusetts 02116, Facsimile
Transmission No. (617) 937-8866 (with transmission confirmed by call to Telephone No. (617)
937-8798), or such other telecopier and telephone numbers that we hereafter designate by written
notice delivered to you. Payment under this Letter of Credit will be made out of our funds by
wire transfer of immediately available funds to the Paying Agent/Registrar, >
ABA: , GLA: ffre _° , Ref: City of Austin, Texas Airport
System Variable Rate Revenue-Notes, Series A, Attention: . Such account may be
changed only by presentation to the Bank of a letter in form satisfactory to the Bank specifying a
different account with the Paying Agent/Registrar and executed by the Paying Agent/Registrar.
We agree that any and all payments under this Letter of Credit will be made with the Bank's own
funds.

9. Unless this Letter of Credit has otherwise terminated in accordance with its terms,
the Expiration Date may be extended by written notice of our election to extend (substantially in.
the form of Exhibit 8). Such notice shall be given to you at your address shown on the first page
of this Letter of Credit or, if you have designated a different address by written notice delivered
to us as provided in Paragraph 11 below, such designated address.

10.  As used herein, the term "Business Day" shall mean any day other than a Saturday
or a Sunday or a day on which our office at which drawings on this Letter of Credit are made and
the offices of the Paying Agent/Registrar and the Remarketing Agent (as each term is defined in
the Ordinance) are each open for business and on which the New York Stock Exchange is not
closed. .

11. Communications with respect to this Letter of Credit shall be in writing and shall
be addressed to us at our office address set forth in or designated pursuant to Paragraph 8 above
and shall specifically refer to the number of this Letter of Credit.

12.  This Letter of Credit is transferable in its entirety (but not in part) to any
transferee who has succeeded you as Paying Agent/Registrar under the Ordinance and may be
successively so transferred. Transfer of the available balance under this Letter of Credit to such
transferee shall be effected by the presentation to us of this Letter of Credit (and any
amendments thereto) accompanted by a certificate substantially in the form of Exhibit 6 attached
hereto and payment of our transfer fee.

13, This Letter of Credit sets forth in full our undertaking, and such undertaking shall
not in any way be modified, amended, amplified or limited by reference to any document,
instrument or agreement referred to herein, except the forms of the certificates and the drafts
referred 1o herein, and any such reference (except as aforesaid) shall not be deemcd to
incorporate herein, any document, instrument or agreement except for such certificates or drafts.

14.  To the extent not inconsistent with the express terms hereof, this Letter of Credit
shall be governed by, and construed in accordance with, the provisions of the International
Standby Practices 1998, International Chamber of Commerce Publication No. 590, and any
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subsequent revisions thereof (ISP 98"). As to matters not covered by the ISP 98, this Letter of
Credit shall be governed by, and construed in accordance with, the internal laws of the State of
New York, including, without limitation, Article 5 of the Uniform Commercial Code as in effect
in the State of New York.

15. Upon the Expiration Date this Letter of Credit shall automatically terminate.
Upon the termination of this Letter of Credit we shall be fully discharged of our obligation
hereunder. This Letter of Credit (and any amendments thereto) shall be promptly surrendered to
us by you upon such termination. Upon termination of the Letter of Credit in accordance with
clauses (ii), (iii) or (vi) of Paragraph 1. above, you shall deliver to us a certificate substantially in
the form of Exhibit 7 attached hereto.

16.  Communications with respect to this Letter of Credit shall be in writing and shall,
unless otherwisc indicated herein, be addressed to us at State Street Bank and Trust Company,
for Courier Mail to: State Street Bank and Trust Company, Loan Operations Department,
Attention: Standby Letter of Credit Unit, Mailstop: CPH0426, 100 Huntington Ave., Tower 2,
4th Floor, Boston, Massachusetts 02116, with a copy to State Street Bank and Trust Company,
State Street Financial Center, One Lincoln Street, Boston, Massachusetts 02111, Attention:
Thomas Henderson (ot to such other address or addresses as we may specify to you in writing),
specifically referring to the number of this Letter of Credit.

Very truly yours,

STATE STREET BANK AND TRUST COMPANY

By:

Name:
Title:

By:

Name:
Title:




EXHIBIT 1

CERTIFICATE FOR THE PAYMENT OF PRINCIPAL AT MATURITY OR
REDEMPTION OF CITY OF AUSTIN, TEXAS AIRPORT SYSTEM VARIABLE RATE

REVENUE NOTES, SERIES A

State Street Bank and Trust Company
Loan Operations Department ‘
Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

The undersigned, a duly authorized officer of «Paying Agent/Registrar» (the "Paying
Agent/Registrar"), hereby certifies as follows to State Street Bank and Trust Company (the
"Bank") with reference 1o Irrevocable Letter of Credit No. (the "Letter of Credit")
issued by the Bank in favor of the Paying Agent/Registrar. Any capitalized term used herein and
not defined shall have its respective meaning as set forth in the Letter of Credit.

(D
2)

(3)

“)

(5)

The Paying Agent/Registrar is the Paying Agent/Registrar under the Ordinance.

The Paying Agent/Registrar is making a drawing under the Letter of Credit with
respect to the payment of principal of the Notes at maturity or redemption in
accordance with the Ordinance.

The amount of principal of the Notes which is due and payable (or which has
been declared to be due and payable) is § , and the amount of the
draft accompanying this Certificate does not exceed such amount of principal.

The amount of the draft accompanying this Certificate does not include any
amount in respect of the principal amount of any Ineligible Notes, does not
exceed the amount available to be drawn under the Letter of Credit in respect of
payment of principal of the Notes and was computed in accordance with the terms
and conditions of the Notes and the Ordinance.

[The draft accompanying this Certificate is the final draft to be drawn under the
Letter of Credit with respect to principal and, upon the honoring of such draft, the
Letter of Credit will expire in accordance with its terms (i.e. clause [ii] {vi] of
Paragraph 1. thereof) and the Paying Agent/Registrar will surrender the Letter of
Credit to the Bank.]”

" To be used only upon stated maturity or optional or mandatory redemption of the Notes as a whole.



IN WITNESS WHEREOF, the Paying Agcnt/Reglstrar has executed and delivered this
Certificate as of the day of )

«PAYING AGENT/REGISTRAR»,
as Paying Agent/Registrar

By:

[Name and Title]



EXHIBIT 2

CERTIFICATE FOR THE PAYMENT OF INTEREST ON
CITY OF AUSTIN, TEXAS AIRPORT SYSTEM VARIABLE RATE REVENUE NOTES,
SERIES A

State Street Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

The undersigned, a duly authorized officer of «Paying Agent/Registrar» (the "Paying
Agent/Registrar"), hereby certifies as follows to State Street Bank and Trust Company (the
"Bank™) with reference to Irrevocable Letter of Credit No. (the "Letter of
Credit") issued by the Bank in favor of the Paying Agent/Registrar. Any capitalized term used
herein and not defined shall have its respective meaning as set forth in the Letter of Credit.

(N The Paying Agent/Registrar is the Paying Agent/Registrar under the Ordinance.

(2) The Paying Agent/Registrar is making a drawing under the Letter of Credit with
respect to the payment of interest accrued on the Notes in accordance with the
Ordinance.

3) The amount of interest on the Notes which is due and payable is §
and the amount of the draft accompanying this Certificate does not exceed such
amount of interest.

(4) The amount of the draft accompanying this Certificate does not include any
amount in respect of the interest on any Ineligible Notes, does not exceed the
amount available to be drawn under the Letter of Credit in respect of payment of
interest accrued on the Notes, and was computed in accordance with the terms and
conditions of the Notes and the Ordinance.

&) {The draft accompanying this Certificate is the final draft to be drawn under the
Letter of Credit with respect to interest and, upon the honoring of such draft, the
Letter of Credit will expirc in accordance with its terms (i.e. clause [ii} [vi] of
Paragraph 1. thereof) and the Paying Agent/Registrar will surrender the Letter of
Credit to the Bank.]’

" To be used only upon stated maturity or optional or mandatory redemption of the Notes as a whole.



IN WITNESS WHEREOF, the Paying Agent/Reglstrar has executed and delivered this
Certificate as of the ______ day of

«PAYING AGENT/REGISTRAR»,
as Paying Agent/Registrar

By:

[Name and Title]



EXHIBIT 3 (LIQUIDITY DRAWING)

CERTIFICATE FOR THE PAYMENT OF THAT PORTION OF

THE PURCHASE PRICE OF NOTES CORRESPONDING TO PRINCIPAL OF
CITY OF AUSTIN, TEXAS AIRPORT SYSTEM VARIABLE RATE REVENUE NOTES,

"SERIES A

State Street Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

The undersigned, a duly authorized officer of «Paying Agent/Registrar» (the "Paying
Agent/Registrar"), hereby certifies as follows to State Street Bank and Trust Company (the
"Bank") with reference to Irrevocable Letter of Credit No. (the "Letter of
Credit") issued by the Bank in favor of the Paying Agent/Registrar. Any capitalized term used
herein and not defined shall have its respective meaning as set forth in the Letter of Credit.

M
()

(3)

*)

The Paying Agent/Registrar is the Paying Agent/Registrar under the Ordinance.

The Paying Agent/Registrar is making a Liquidity Drawing under the Letter of
Credit pursuant to Section 13.06 of the Ordinance with respect to the purchase of
Notes corresponding to the principal of Notes tendered or deemed tendered
pursuant to Section [3.15][3.17][3.18]" of the Ordinance and not remarketed by
the Remarketing Agent on or before the date such Notes are to be purchased.

The amount of Purchase Price corresponding to principal of such Notes less the
remarketing proceeds available for the purchase of such Notes as contemplated in
Section 13.06 of the Ordinance is $ and the amount of the draft
accompanying this Certificate does not exceed such amount of principal.

The amount of the draft accompanying this Certificate does not cxceed the
amount available to be drawn under the Letter of Credit in respect of the Purchase
Price corresponding to principal of such Notes and was computed in accordance
with the terms and conditions of the Notes and the Ordinance.

" Insert appropriate clause.



IN WITNESS WHEREOF, the Paying Agent/Reblbtrdr has executed and delivered this
Certificate as of the _______day of

«PAYING AGENT/REGISTRAR»,
as Paying Agent/Registrar

By:

[Name and Title]
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EXHIBIT 4 (LIQUIDITY DRAWING)

CERTIFICATE FOR THE PAYMENT OF THAT PORTION OF

THE PURCHASE PRICE OF NOTES CORRESPONDING TO INTEREST OF
CITY OF AUSTIN, TEXAS AIRPORT SYSTEM VARIABLE RATE REVENUE NOTES,

SERIES A

State Strect Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

The undersigned, a duly authorized officer of «Paying Agent/Registrar» (the "Paying
Agent/Registrar"), hereby certifies as follows to State Street Bank and Trust Company (the
"Bank") with referénce to Irrevocable Letter of Credit No. (the "Letter of Credit")
issued by the Bank in favor of the Paying Agent/Registrar. Any capitalized term used herein and
not defined shall have its respective meaning as set forth in the Letter of Credit.

M
(2)

(3)

4

The Paying Agent/Registrar is the Paying Agent/Registrar under the Ordinance.

The Paying Agent/Registrar is making a Liquidity Drawing under the Letter of
Credit pursuant to Section 13.06 of the Ordinance simultaneously herewith with
respect to the purchase of Notes corresponding to principal on Notes tendered or
deemed tendered pursuant to Section [3.15][3.17][3.18]" of the Ordinance and not
remarketed by the Remarketing Agent on or before the date such Notes are to be
purchased.

A portion of the Purchase Price of Notes corresponding to interest on such Notes
less the amount of monies on deposit in the Note Purchase Fund and available for
the purchase of such Notes as contemplated in Section 13.06 of the Ordinance is
A and the amount of the draft accompanying this Certificate does
not exceed such amount of interest.

The amount of the draft accompanying this Certificate does not exceed the’
amount available to be drawn under the Letter of Credit in respect of the Purchase
Price corresponding to intercst on such Notes and was computed in accordance
with the terms and conditions of the Notes and the Ordinance.

* Insert appropriate clause.



IN WITNESS WHEREOF, the Paying Agcnt/Regnstrar has executed and delivered this
Certificate as of the day of ,

«PAYING AGENT/REGISTRAR»,
as Paying Agent/Registrar

By:

[Name and Title]
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EXHIBIT 5

CERTIFICATE FOR THE PERMANENT
REDUCTION OF LETTER OF CREDIT AMOUNT

State Street Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

of the

The undersigned, a duly authorized ofticer of «Paying Agent/Registrar» (the "Paying
Agent/Registrar"), hereby certifies as follows to State Street Bank and Trust Company (the
"Bank") with reference to Irrevocable Letter of Credit No. (the "Letter of Credit")
issued by the Bank in favor of the Paying Agent/Registrar. Any capitalized term used herein and
not defined shall have its respective meaning as set forth in the Letter of Credit.

1)
(2)

3

S

The Paying Agent/Registrar is the Paying Agent/Registrar under the Ordinance.

The aggregate principal amount of the Notes Outstanding (as defined in the
Ordinance} has been reduced to $

The Letter of Credit Amount-Principal Component is hereby correspondingly
reduced to §

The Letter of Credit Amount-Interest Component is hereby reduced to
§ [calculated by multiplying the amount of the principal amount in
the last line of paragraph (2) hereof by 15% and multiplying the product thereof
by the quotient of [61] divided by 365] to reflect the amount of interest allocable
to the reduced amount of principal set forth in paragraph (3) hereof.

IN WITNESS WHEREOQF, the Paying Agent/Registrar has executed this Certificate as

_____dayof s

«PAYING AGENT/REGISTRAR»,
as Paying Agent/Registrar

By:

[Name and Title]



EXHIBIT 6

INSTRUCTION TO TRANSFER

State Street Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

Re: Irrevocable Letter of Credit No.

Ladies and Gentlemen:

For value received, the undersigned beneficiary (the "Former Paying Agent/Regisirar")
hereby irrevocably transfers to:

(Name of Transferee)

(Address)

(the "Transferee"), as successor Paying Agent/Registrar under the Ordinance (as deﬁncq in the
Letter of Credit) all rights of the former Paying Agent/Registrar under said Letter of Credit. The
Transferee has succeeded the Paying Agent/Registrar under the Ordinance.

By this transfer all rights of the former Paying Agent/Registrar in the Letter of Credit are
transferred to the above named Transferee and the Transferee shall have the sole nghts as
beneficiary thereof, including sole rights relating to amendments, whether increases or
extensions or other amendments, and whether now existing or thereafter made. All amendments
are to be advised directly to the Transferee without necessity of any consent of or notice to the
former Paying Agent/Registrar. By its signature below, the Transferee acknowledges that it has
duly succeeded the former Paying Agent/Registrar under the Ordinance and that it agrees to be
bound by the terms of the Ordinance.

The original Letter of Credit (including any amendments thereto) is beipg .returned
herewith, and we ask you to endorse the transfer on the reverse thereof, and forward it directly to
the Transferee with your customary notice of Transfer.



IN WITNESS WHEREOF, the Paying Agent/Reglstrar has executed and delivered this

Certificate as of the

Signature Authenticated:

e dayof

(Bank)

(Authorized Signature)

Signature Authenticated:

(Bank)

(Authorized Signature)
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«PAYING AGENT/REGISTRARD, as
predecessor Paying Agent/Registrar

By:

[Name and Title]

«PAYING AGENT/REGISTRAR», as
successor Paying Agent/Registrar

By:

[Name and Title]



EXHIBIT 7

NOTICE OF TERMINATION

State Street Bank and Trust Company
Loan Operations Department

Attention: Standby Letter of Credit Unit
Mailstop: CPH0426

100 Huntington Ave., Tower 2, 4th Floor
Boston, Massachusetts 02116

Re: Irrevocable Letter of Credit No.

Ladies and Gentlemen;

The undersigned, a duly authorized officer of the undersigned Paying Agent/Registrar
(the "Paying Agent/Registrar™), hereby certifies to State Street Bank and Trust Company (the
"Bank"), with reference to Irrevocable Letter of Credit No. (the "Letter of
Credit;" the terms defined therein and not otherwise defined herein being used herein as therein
defined) issued by the Bank in favor of the Paying Agent/Registrar, that [the principal amount of
and interest on the Notes shall have been paid in full] [the interest rate on all of the Notes has
been converted to [a Bond Interest Term Rate}] [we have accepted an alternate letter of credit in
substitution of the Letter of Credit in accordance with the Ordinance] and, accordingly, the
Letter of Credit shall terminate in accordance with its terms.

IN WITNESS WHEREOF, the Paying Agent/Reglstrar has executed and delivered this
Certificate this______day of

«PAYING AGENT/REGISTRAR», as
Paying Agent/Registrar

By:
[Name and Title]

" Insert appropriate clause.
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EXHIBIT 8

NOTICE OF EXTENSION

[Name and Address of Paying Agent/Registrar]

Re: Irrevocable Letter of Credit No.
Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No.
(the "Letter of Credit;" the terms defined therein and not otherwise defined
herein being used herein as therein defined) established by us in your favor as Paying
Agent/Registrar under the Ordinance. We hereby notify you that, in accordance with the terms
of the Reimbursement Agreement, the Stated Expiration Date of the Letter of Credit has been
extended to » Which shall be the new Stated Expiration Date,

All capitalized terms used herein and not otherwise defined herein shall have the same
meanings herein as in the Letter of Credit.

This letter should be attached to the Letter of Credit and made a part thereof.

STATE STREET BANK AND TRUST
COMPANY

By:
Name:
Title:

Name:
Title:
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EXHIBIT 9

NOTICE OF EVENT OF DEFAULT

[Name and Address of Paying Agent/Registrar]

Re: Irrevocable Letter of Credit No.

Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No.
(the "Letter of Credit;," the terms defined therein and not otherwise defined
herein being used herein as therein defined) established by us in your favor as Paying
Agent/Registrar under the Ordinance. We hereby notify you that, in accordance with the terms
of the Reimbursement Agreement, an Event of Default under the terms of the Reimbursement
Agreement has occurred and that, in accordance with its terms, we shall terminate the Letter of
Credit ten (10) days after your receipt of this notice.

We hereby direct you to cause pursuant to Section 3.18 of the Ordinance the mandatory
tender of all Notes (other than Ineligible Notes) currently outstanding,

Al capitalized terms used herein and not otherwise defined herein shall have the same
meanings herein as in the Letter of Credit.

STATE STREET BANK AND TRUST
COMPANY

By:
Name:
Title:

By:
Name:
Title:
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EXHIBIT B W&S Draft
2/5/09

February , 2009

City of Austin, Texas
Municipal Building
124 West Eighth Street
Austin, Texas 78701
Attention:

RE: $28,000,000 CITY OF AUSTIN, TEXAS
AIRPORT SYSTEM VARIABLE RATE REVENUE NOTES, SERIES A

Ladies and Gentlemen:

This letter constitutes the letter agreement (the "Letter Agreement") referred to in
that certain Letter of Credit and Reimbursement Agreement, dated as of February 1, 2009 (the
"Reimbursement Agreement"), by and between the City of Austin, Texas (the "City"), and State
Street Bank and Trust Company (the "Bagnk"), in connection with the agreement by the Bank to
issue its letter of credit in support of the above-referenced Notes (the "Notes"). The fees due and
payable to the Bank are set forth herein and, in each case, shall be paid solely from Net
Revenues. Terms used in this Letter Agreement and not otherwise defined herein have the
definitions given such terms in the Reimbursement Agreement.

1. The City hereby agrees to pay the Bank, on or prior to the Effective Date,
a nonrefundablc up-front fee of $

2. The City hereby agrees to pay to the Bank a nonrefundable commitment
fee (the "Commitment Fee") with respect to the Letter of Credit at the rate per annum set forth
below (the “"Commitment Fee Rate) for the period commencing on the Effective Date through
the Expiration Date on the average daily amount of the Letter of Credit Amount of the Letter of
Credit during each period in respect of which payment is made. The applicable Commitment
Fee Rate for any period shall be determined on the basis of the publicly announced rating
("Credit Rating") assigned by S&P during such period with respect to the long-term rating of the
Bonds or the Revenue Bonds (without giving effect to any credit enhancement) as follows:

Credit Rating Commitment Fee Rate
(S&P)
A- or better 1.75%
BBB+ 1.90%
BBB 2.05%
BBB- 2.20%

Each change in the Commitment Fee Rate resulting from a change in the Credit
Rating shall become effective on the date of announcement or publication by S&P of a change in

Austin 1052858v.1



such rating or, in the absence of such announcement or publication, on the effective date of such
changed rating. In the event that the Credit Rating assigned by S&P has been suspended or
withdrawn or S&P shall have lowered its long-term credit rating of the Bonds or such Revenue
Bonds to below "BBB-", the Commitment Fee then in effect will automatically increase by
1.00% per annum on the date that any such rating is publicly withdrawn or suspended by S&P or
such rating downgrade occurs, without notice to the City, which notice is hereby waived. Upon
the occurrence and during the continuance of an Event of Default (other than as described in the
preceding sentence), the Commitment Fee then in effect will automatically increase by 2.00%
per annum on the date that such Event of Default occurs, without notice to the City, which notice
is hereby waived, and such increased Commitment Fee shall be payable until the event which
caused such Event of Default is cured or the Letter of Credit otherwise terminates. Such
Commitment Fee shall be payable in immediately available funds quarterly in arrears (each such
payment to be computed on the basis of a year of 360 days and the actual number of days
elapsed) in respect of the Letter of Credit Amount of the Letter of Credit from time to time in
effect, payable on the first Business Day of each April, July October and January ‘occurring
thereafter through the Expiration Date, commencing on April 1, 2009. If the Letter of Credit is
terminated in its entirety, all accrued Commitment Fees shall be payable to the Bank on the
effective date of such termination. The Bank shall timely provide quarterly invoices to the City
for amounts owing under this Letter Agreement, but delivery or receipt of, or failure of delivery
or receipt of, any such invoice shall not affect the City's payment obligations hereunder.

3. The City hereby agrees to pay, per drawing, to the Bank, a draw fee equal
to $250 with respect to each drawing on the Letter of Credit, payable monthly in arrears,
commencing on March 1, 2009.

4, The City hereby agrees to pay to the Bank on the date of the appointment
of any successor Trustee, a transfer fee of $5,000, plus the reasonable fees of any legal counsel
retained by the Bank in connection therewith.

5. The City hereby agrees to pay to the Bank, (i) in connection with the
written request by the City of any amendment, supplement, modification, consent or waiver to
the Reimbursement Agreement or any other Financing Documents, and (i) in connection with
any extension of the Stated Expiration Date of the Letter of Credit, a non-refundable amendment
fee of $5,000, plus the reasonable fecs of any legal counsel retained by the Bank in connection
therewith.

6. In the event that the Letter of Credit is terminated by or on behalf of the
City on or prior to August __, 2010, the City agrees to pay to the Bank, a non-refundable
termination fee(the "Termination Fee"), payable on such termination date, equal to the
difference between (x) Commitment Fees that would have been payable to and including
August ____ 2010 to the Bank on the basis of the Letter of Credit Amount of the Letter of Credit
in effect on the termination date and (y) the actual amount of Commitment Fees atready paid by
the City to the Bank with respect to such Letter of Credit Amount of the Letter of Credit prior to
such termination date (measured at the time of such termination).



7. On the Effective Date, the City agrees to pay to Winston & Strawn LLP,
counsel to the Bank, the fees of such counsel in the amount of § plus
disbursements.

THIS LETTER AGREEMENT SHALIL BE DEEMED TO BE A CONTRACT UNDER,
AND SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK AND APPLICABLE
FEDERAL LAW; PROVIDED, HOWEVER, THE OBLIGATIONS OF THE CITY
HEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH THE LAWS OF THE STATE. This Letter Agreement may be executed
in any number of counterparts and by the different parties hereto in separate counterparts, each of
which shall be an original, with the same effect as if the signatures thereto and hereto were upon
the same instrument. This Letter Agreement shall become effective when both of the following
shall have occurred: (i) each party hereto shail have received a counterpart hereof duly executed
by the other party hereto and (ii) the Effective Date shall have occurred.

[SIGNATURE PAGE IMMEDIATELY FOLLOWS]



Very truly yours,

STATE STREET BANK AND TRUST
COMPANY, as the Bank

By:

Its:

Agreed:

CITY OF AUSTIN, TEXAS

By:
Its:

Signature page to
Letter Agrcement



Exhibit C

W&S Draft
2/5/09

CUSTODY AGREEMENT

This CUSTODY AGREEMENT dated as of February 1, 2009, by and between THE
BANK OF NEW YORK MELLON TRUST COMPANY, N.A., as custodian (the "Custodian")
and STATE STREET BANK AND TRUST COMPANY (the "Bank").

WHEREAS, the City of Austin, Texas (the "Issuer™)and the Bank have entered into that
certain Letter of Credit and Reimbursement Agreement dated as of February 1, 2009 (as
amended and supplemented from time to time, the "4greement™), pursuant to which the Bank has
agreed to issue its irrevocable direct-pay letter of credit (the "Letter of Credit") in support of the
$28,000,000 City of Austin, Texas Airport System Variable Rate Revenue Notes, Series A (the
"Notes") issued by the Issuer; and

WHEREAS, the Notes were issued pursuant to that certain Ordinance No. 950817-B on
August 17, 1995 (as amended by the Ordinance No. 98-0205-A adopted on February 5, 1998, the
"Ordinance”) adopted by the Issuer; and

WHEREAS, the Ordinance requires that the Notes delivered by the holders thereof to the
Paying Agent/Registrar (as defined in the Ordinance) pursuant to the Ordinance be purchased
under certain circumstances by the Bank under the Agreement; and

WHEREAS, it is a condition to the effectiveness of the obligations of the Bank under the
Agreement that the Custodian shall have entered into this Custody Agreement with the Bank;
and '

WHEREAS, the Custodian has agreed to act as custodian and agent for the Bank, as
herein provided,

NOW THEREFORE, in consideration of the mutual covenants recited herein, and other
good and valuable consideration, receipt of which is hereby acknowledged, it is hereby agreed as
follows:

(2) The Bank appoints the Custodian as its agent and bailee for the purpose of
receiving Bank Notes (as defined in the Agreement) under the Agreement and
holding such Bank Notes for and on behalf of the Bank. Bank Notes shall be held
and registered as provided in Section 2.03 of the Agreement. The Custodian
hereby agrees to hold the Bank Notes for such purpose, as the Bank’s agent and
bailee. As used herein, the term "Bank Notes" means, unless the context
otherwise requires, the beneficial ownership of such Bank Notes during any
period that Bank Notes are maintained as Book Entry Notes.

(b) Upon the Bank honoring any Liquidity Drawing, the Bank shall be purchasing the
Notes in respect of which such drawing is made, and so long as such Notes are
issued in book-entry form and held by the Custodian as custodian of DTC as part
of DTC’s fast automated transfer program ("FAST Eligible Bonds"), concurrently
with the Paying Agent/Registrar’s receipt of the purchase price for each purchase
of Notes by the Bank under the Agreement, the Custodian, as a participant of
DTC (or any other successor securities depository) or an eligible transfer agent,
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shall make a direct registration electronic book-entry (A) crediting the DTC
account designated by the Bank as its account in which to hold Bank Notes
purchased by it (each, the "Bank Book-Entry Account") by the principal amount of
the Notes purchased by the Bank using the Bank Bond CUSIP number for such
Notes set forth below; and (B) debiting the book-entry account of DTC for the
Notes (thereby reducing the principal balance of the global certificate representing
the Notes) (the "DTC Book-Entry Account") by the principal amount of the Notes
purchased by the Bank. The CUSIP number for the Notes that are Bank Notes 1s
So long as the Notes are FAST Eligible Bonds, upon a
remarketing of Bank Notes in accordance with the terms of this Agreement and
the Paying Agent/Registrar’s receipt from the Remarketing Agent and/or the
Issuer of the remarketing proceeds thereof, the Custodian, as a participant of DTC
(or any other successor securities depository) or an eligible transfer agent, shall
make a direct registration electronic book-entry in its records (A) debiting the
Bank Book-Entry Account of the Bank by the principal amount of the Notes so
remarketed; and (B) crediting the DTC Book-Entry Account for such Notes
(thereby increasing the principal balance of the global certificate representing
such Notes) by the principal amount of the Notes so remarketed. The Custodian
acknowledges that it is familiar with the procedures and requirements set forth in
a notice from The Depository Trust Company, dated April 4, 2008, respecting
"Variable Rate Demand Obligations ("VRDO") Failed Remarketings and Issuance
of Bank Bonds", and agrees that, with respect to any and all Bank Notes, it witl
follow the procedures and requirements set forth in such notice, as the same may
be amended from time to time. To the extent that, following any amendment of
such notice, the procedures and requirements therein should become inconsistent
with any aspect of the preceding provisions, the Paying Agent, the Issuer and the
Bank shall promptly negotiate in good faith and agree upon amendments of the
preceding provisions so as to eliminate such inconsistency.

(c) If the Notes are no longer FAST Eligible Bonds, concurrently with the Paying
Agent/Registrar's receipt of the purchase price for the Notes by the Bank, the
Custodian shall cause each Bank Note to be registered in the name of the Bank
and shall be held by the Paying Agent as the agent, bailee and custodian of the
Bank for the exclusive benefit of the Bank. The Custodian acknowledges and
agrees that it is acting and will act with respect to Bank Notes at the direction of
the Bank for the exclusive benefit of the Bank and is not and shall not at any time
be subject in any manner or to any extent to the direction or control of the Issucr
or any other Person with respect to the Notes. The Custodian agrees to act in
strict accordance with this Custody Agreement and in accordance with any lawful
written instructions delivered to the Custodian from time to time pursuant hercto
by the Bank. Under no circumstances shall the Custodian deliver possession of
the Notes to, or cause Notes to be registered in the name of, the Issuer, the
Remarketing Agent or any Person other than the Bank except in accordance with
the express terms of this Custody Agreement or otherwise upon the written
instructions of the Bank. If, while this Custody Agreement is in cffect, the
Custodian shall become entitled to receive or shall receive any payment in respect
of any Bank Notes held for the Bank, the Custodian agrees to accept the same as



the Bank’s agent and to hold the same in trust on behalf of the Bank and to deliver
the same forthwith to the Payment Office of the Bank. Upon the remarketing of
any Bank Notes and the Paying Agent’s receipt from the Remarketing Agent
and/or the Issuer of the remarketing proceeds thereof, the Custodian shall release
Bank Notes in a principal amount equal to the principal amount so remarketed to
the Remarketing Agent for such Notes or the Issuer, as the case may be, in
accordance with the terms of the Ordinance. The Custodian may rely and shall be
protected in acting upon any document believed by it to be genuine and to have
been signed or presented by the proper party or parties. The Custodian shall not
be liablc for any error in judgment made in good faith by its responsible officers,
employees and agents unless the Custodian, its responsible officers, employees or
agents were negligent or engaged in willful misconduct. Anything herein to the
contrary notwithstanding, the Custodian shall have no liability hereunder for any
act or omission except as shall result from its gross negligence or willful
misconduct. Except as provided above, without the prior written consent of the
Bank for whom the Custodian is holding Bank Notes, the Custodian agrees that it
will not sell, assign, transfer, exchange or otherwise dispose of, or grant any
option with respect to, Bank Notes, and will not create, incur or permit to exist
any pledge, lien, mortgage, hypothecation, security interest, charge, option or any
other encumbrance or take any other action with respect to the Bank Notes, or any
interest therein, or any proceeds thereof. The Custodian shall deliver to the Bank
at the Bank’s request such information as may be in the possession of the
Custodian with respect to such Bank Notes. If the Custodian is holding Bank
Notes, the Custodian, at its own expense, shall maintain and keep in full force and
effect: fidelity insurance; theft of documents insurance; forgery insurance; and
errors and omissions insurance (which may be maintained by self-insurance). All
such insurance shall be in amounts, with standard coverage and subject to
deductibles that are customary for insurance typically maintained by a bank or
other financial institution acting as custodian.

(d) Except at the written direction of the Bank, the Custodian shall not pledge,
hypothecate, transfer or release possession of such Bank Notes held by or
registered in the name of the Custodian on behalf of the Bank to any Person or in
any manner not in accordance with this Custody Agreement and shall not enter
into any other agreement, other than the Agreement or the Ordinance, regarding
possession of the Bank Notes without the prior written consent of the Bank.
Unless otherwise agreed to in writing by the Bank, the Custodian will not release
Bank Notes to the purchaser of such Bank Notes unless the Bank has delivered to
the Custodian, in addition to its written dircction contemplated above in this
paragraph, written notice (which may be by telex, answerback received) that a
portion of the Letter of Credit Amount Principal Component (as defined in the
Letter of Credit) in an amount cqual to the principal amount of such Bank Notes
has been reinstated.

(¢) Upon writtcn notice to the Bank, and release and delivery to the Bank or its
designee of any Bank Notes then held by the Custodian on behalf of the Bank
pursuant to this Custody Agreement, the Custodian shall have the right to



ey

terminate its obligations with respect to such Bank Notes under this Custody
Agreement. The Bank shall have the option to terminate this Custody Agreement
at any time upon written notice to the Custodian and, upon such termination, the
Custodian will release and deliver to the Bank or its designee any Bank Notes
then held by the Custodian hereunder. The Bank may also from time to time
request that the Custodian release and deliver to the Bank all or a portion of the
Bank Notes then held by the Custodian on behalf of the Bank without termination
of this Custody Agreement, and upon receipt of any such request in writing, the
Custodian will release and deliver such Bank Notes to the Bank or its designee
then held by the Custodian.

In acting under this Custody Agrecment the Custodian shall not be liable to the
Bank except for gross negligence or willful misconduct in the performance of its
obligations hereunder.

(g) The Custodian’s duties are only such as are specifically provided herein, and the

Custodian shall incur no fiduciary or other liability whatsoever to the Bank or any
other Person, except to the extent the Bank incurs any loss or liability due to the
Custodian’s gross negligence or willful misconduct. Anything in this Custody
Agreement to the contrary notwithstanding, in no event shall the Custodian be
liable for 'special, indirect or consequential loss or damage of any kind. The
Custodian may consult with counsel and shall be fully protected in any action
taken, suffered or omitted in good faith in accordance with such advice. The
Custodian may rely conclusively and shall be fully protected in acting upon any
written instructions given to it hereunder and believed by it to have been properly
executed.

(h) The Custodian may resign at any time by giving written notice thereof to the

(i)

)

Bank. Such resignation shall not become effective until a successor Custodian
shall have been appointed by the Bank and shall have accepted such appointment
in writing. The resigning Custodian may, at the expense of the Issuer, petition
any court of competent jurisdiction, including without limitation, thc Supreme
Court of the State of New York sitting in New York County and of the United
States District Court of the Southern District of New York, for the appointment of
a successor Custodian.

This Custody Agreement cannot be amended or modified except in a writing
signed by the Bank and the Custodian.

This Custody Agreement shall inure to the benefit of and shall be binding upon
the Custodian and the Bank, and their respective successors and assigns.

(k) THIS IS THE CUSTODY AGREEMENT REFERRED TO IN THE

AGREEMENT, AND SHALL BE DEEMED TO BE A CONTRACT UNDER,
AND FOR ALL PURPOSES SHALL BE GOVERNED BY, AND
CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS
OF THE STATE OF NEW YORK.



() This Custody Agreement may be cxecuted in counterparts which, taken together,
shall constitute a single document.

[signature page immediately follows]



IN WITNESS WHEREOF, the parties have hereunder set their hands, all as of the
date first above written. ' :

THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A., as Custodian

By:

Name:
Title:

STATE STREET BANK AND TRUST
COMPANY, as the Bank

By:

Name:
Title:

Signature page to
Custody Agreement



EXHIBIT D
REMARKE TING MEMORANDUM DATED FEBRUARY 12, 2009
(See “OTHER RELE VANT INFORMATION - Rarings”)

REMARKETING (NOT A NE W ISSUE) — Book-Entry-Only

ON FEBRUARY 24, 1998, THE ORIGINAL DATE OF DELIVERY OF THE SERIES A NOTES, BOND COUNSEL DELIVERED AN
OPINION TO THE EFFECT THAT AS OF SUCH DATE, INTEREST ON THE NOTES WAS EXCLUDABLE FROM GR(SS INCOME FOR
FEDERAL INCOME TAX PURPCSES UNDER EXISTING LAW AND THE SERIES A NOTES WERE PRIVATE ACTIVITY BONDS
UNDER APPLICABLE PROVISIONS OF THE INTERNAL REVENUE CODE OF 1986. IN CONNECTION WITH THE REMARKETING (OF
THE NOTES, AS DESCRIBED HEREIN, BOND COUNSEL WILL DELIVER AN OPINION TQ THE EFFECT THATSUCH REMARKETING
DQOES NOT IN AND OF ITSELF HAVE AN ADVERSE EFFECT ON THE EXCLUSION FROM FEDERAL INCOME TAX OF THE
INTEREST ON THE NOTES UNDER EXISTING LAW., SEE “TAX EXEMPTION” FOR A DISCUSSION OF THE OPINION OF BOND
COUNSEL, INCLUDING A DESCRIPTION OF ALTERNATIVE MINIMUM TAX CONSEQUENCES FOR CORPORA TIONS.

$28,000,000
CITY OF AUSTIN, TEXAS
(Travis and Williamson Counties)
Airport System Variable Rate Revenue Notes, Series A

Dated: August 15, 1995 Due: November 15, 2017

The $28,000,000 City of Austin, Texas Airport System Variable Rate Revenue Notes, Series A (the “Series A Notes”), are limited special
obligations of the City of Austin, Texas (the “City”), issued pursuant to an ordinance adopted by the City on February 5, 1998 (the
“Ordinance”). The Series A Notes are dated August 15, 1995, and were issued in fully registered form and in Authorized Denominations
of $100,000 or any integral multiple of $5,000 in excess of $100,000 thereof. The Series A Notes will bear interest from February 18, 2009
at an initial rave to be established on or about the Pricing Date (as set forth below) of the Series A Notes. Thereafter, the Series A Notes
will bear interest at a Weekly Interest Rate and the interest rae on the Series A Notes will be adjusted on each Wednesday (or the
immediately preceding Business Day if Wednesday is not a Business Day} of each week by Citi, as the Remarketing Agent for the Series A
Notes hereafter described.

During a Weekly Interest Rate Period, the Series A Notes will be subject to tender for purchase on demand of the owners thereof on any
Business Day upon seven days’ irrevocable written notice given by such registered owner to the Tender Agent. The Series A Notes will be
subject to mandatory tender for purchase at the principal amount thereof plus accrued inverest, if any, upon adjustment to an alternate
Interest Rate Peniod and under certain other circumstances described herein. The purchase of Senes A Notes subject to optional or
mandatory tender for purchase which have not been remarketed, shall be payable from amounts received under an irrevocable direct-pay
lewter of credit (the “Letter of Credit™) issued by State Street Bank and Trust Company (“State Street™).

STATE STREET.

The Letter of Credit will expire on February 18, 2012 unless extended by State Street. Under centain ¢ircumstances the Letter of Credit
may terminate prior to its expiration date, including a notice of termination upon an Event of Default under the Letter of Credit and
Reimbursement Agreement (the “Reimbursement Agreement”) as described herein. See “SECURITY FOR THE PRIOR LIEN BONDS
AND THE REVENUE BONDS - Leuter of Credit”.

The Series A Notes constitute Revenue Bonds (as hereinafter defined) and are limited special obligations of the City payable
from, and shall be equally and ratably secured by a lien on, the Net Revenues (hereinafter defined) of the Airport System
(hereinafter defined) and certain funds established by the Ondinance, which lien is subordinate only to the lien on Net
Revenues securing the Prior Lien Bonds (hereinafter defined). In 2005, the City issued and delivered its Airport System Refunding
Revenue Bonds, Series 2005 (the “Series 2005 Revenue Bonds™), as Additional Revenue Bonds (hereinalter defined), secured by a lien on
the Net Revenues on a parity with the Series A Notes. In the ordinance adopted by the City authorizing the Series 2005 Revenue Bonds
(the “Series 2005 Ordinance), the City has agreed in the Ordinance that it will not issue additional Prior Lien Bonds. No mortgage of any
of the physical properties forming a part of the Airport System or any lien thereon or security interest therein has been given in favor of the
Revenue Bonds, including the Series A Notes. ‘The Series A Notes are not general obligations of the City, and neither the taxing power of
the City nor the State of Texas is pledged as security for the Series A Notes. See “SECURITY FOR THE SERIES A NOTES™ herein.

The City intends to utilize the Book-Entry-Only System of The Depository Trust Company, New York, New York (“DTC”), but reserves
the night on its behalf or on the behalf of IDTC to discontinue such system. Such Book-Entry-Only System will affect the method and
uming of payment and the method of transfer. See “DESCRIPTION OF THE SERIES A NOTES - Book-Entry-Only System” herein.

Certain legal matters will be passed on by Vinson & Elkins L.L.P., Bond Counsel and for the City by McCall, Parkhurst & Horton L.L.P.
It is expected that the Series A Notes will be remarketed on or about February 18, 2009.

CITI



CITY OF AUSTIN, TEXAS

Elected Officials
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Lee Leffingwell.....ooeceessmeeevnccrcennenennonns Councilmember Place 1 201
MIke MarINeZ.......ucommeerecocscerssemrmsmmersesaae Councilmember Place 2 2009
Randi Shade ... Councilmember Place 3 2011
Laura Momson Councilmember Place 4 2011
Brewster McGacken Mayor Pro Tem ................ Councilmember Place 5 2009
Sheryl Cole ... rorverasssns e Councilmember Place 6 2009
Appointed Officials
BT ETIO 5 OOOON ...City Manager
Robert Goode o e RS b .. Assistant City Manager
Sue Edwards ........ooovcomvcrrercccennnns weeernreneeee Assistant City Manager
Rudy Garza.....ornnnen. OO Assistant City Manager
Mike McDonald ....oovrmemmmenssrinnn rerneerennee Assistant City Manager
Bert Tumbreras ... eescsesenmesssmsssssssss s Assistant City Manager
Leslie Browder, CPA oo rereeres s ns e ep e eeees Chief Financial Officer
Jeff Knodel, CPA Deputy Chief Financial Officer
Greg Canally ... Deputy Chief Financial Officer
David Allan Smith ...invcccrnc Clty Attorney
Shirley A, GENUY ccornrerrreoiressriiieens .. Ciry Clerk
BOND COUNSEL SECURITIES COUNSEL FOR THE CITY
Vinson & Elkans L.L.P. McCall, Parkhurst & Horton LLP.
Austin, Texas Austin and Dallas, Texas
FINANCIAL ADVISOR AUDITORS
The PFM Group Deloitte & Touche LLP

Austin, Texas Austin, Texas

For additional information regarding the City, please contact:

Art Alfaro Barbara E. Tipple, CPA Chris W. Allen

Treasurer Assistant Director of Finance Public Financial Management
City of Austin Ciry of Austin, Department of Aviation Seruor Managing Consultant
700 Lavaca, Suite 1510 3600 Presidential Boulevard 700 Lavaca, Suite 1500
Austin, Texas 78701 Austn, Texas 78719 Austin, Texas 78701
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art.alfaro@ cl.austun.x.us barbara.tipple@ci.austin.tx.us allenc@ pfm.com



This Remarketing Memorandum does not constitute an offer to sell the Series A Notes in any jurisdiction to any person
to whom it 1s unlawful 1o make such offer in such junisdiction. No dealer, salesman, or any other person has been
authorized to give any information or make any representation, other than those contained herein, in connection with
the offering of the Series A Notes, and if given or made, such information or representation must not be relied upon.
The information and expressions of opinion herein are subject to change without notice and neither the delivery of this
Remarketing Memorandum nor any sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the Ciry since the date hereof.

THE SERIES A NOTES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, NOR HAS THE ORDINANCE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF
1939, AS AMENDED, IN RELIANCE ON EXEMPTIONS CONTAINED IN SUCH ACTS.

The Remarketing Agent has provided the following sentence for inclusion in this Remarketing Memorandum. The
Remarketing Agent has reviewed the information in the Remarketing Memorandum in accordance with, and as part of,
its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Remarketing Agent does not guarantee the accuracy or completeness of such informauion.

This Remarketing Memorandum contains “forward-looking” statements within the meaning of Section 21E of the
Securities Exchange Act of 1934, as amended. Such statements may involve known and unknown risks, uncertainties
and other factors which may cause the actual results, performance and achievements to be different from future results,
petrformance and achievements expressed or implied by such forward-looking statements. Investors are cautioned
that the actual results could differ matenially from those set forth in the forward-looking statements.
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REMARKETING MEMORANDUM
relating to

$28,000,000
CITY OF AUSTIN, TEXAS
(Travis and Williamson Counties)
Airport System Variable Rate Revenue Notes, Series A

INTRODUCTION

The purpose of this Remarketing Memorandum, which includes the cover page and the appendices hereto, is to set forth
information concerning the City of Austin, Texas (the “City”), the Airport System (as hereinafter defined), and the Guy’s
Airport System Variable Rate Revenue Notes, Series A (the “Series A Notes™). Unless otherwise indicated, capitalized
terms used in this Remarketing Memorandum shall have the meanings established in the Ordinance (as hereinafter
defined). See “APPENDIX C- SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCES - Selected
Definitions”. Unless otherwise provided herein, all references to time shall refer to New York City time.

The Series A Notes were originally issued pursuant to certain provisions of law that are currently codified in Chapiers
1371 and 1503, Texas Government Code, as amended, Chapter 22, Texas Transportation Code, as amended,
(collectively, the “Acts”)and an amended and restated ordinance of the Ciry Council adopted on February 5, 1998 (the
“Ordinance”).

The Series A Notes (the “Series A Notes”) are payable from and equally secured by a lien on and pledge of the Net
Revenues of the Airport Systemn which is junior and subordinate 1o the lien on and pledge of the Net Revenues securing
the City’s Airport System Prior Lien Revenue Bonds (the “Prior Lien Bonds™), In 2005, the City issued and delivered its
Airport System Refunding Revenue Bonds, Senies 2005 {the “Series 2005 Revenue Bonds "}, as Revenue Bonds secured
by a lien on the Net Revenues on a parity with the Series A Notes. In the ordinance authorizing the Series 2005
Revenue Bonds, (the “Series 2005 Ordinance™), the City covenanted that it would not issue additional Prior Lien Bonds.
The Ordinance and the Series 2005 Ordinance are referred to collectively herein as the “Ordinances”. $52,465,000
principal amount of Prior Lien Bonds are currently outstanding with maturities extending through the year 2018. In
addition, the City will continue to transfer from excess revenues of the Airport System to the City’s general fund
amounts required 1o pay general obligation bonds issued by the City for airport purposes and presently outstanding in
the principal amount of approximately $315450 with a final maturity of September1,2022. Under certain
circumstances, the Ordinances permit the ssuance of additional bonds as Additional Revenue Bonds that will rank on
parity with the Revenue Bonds as to lien upon and security of payment from the Net Revenues. See “SECURITY FOR
THE PRICR LIEN BONDS AND THE REVENUE BONDS - Additional Reveniue Bonds™.

DESCRIPTION OF THE SERIES ANOTES
General

The Series A Notes were issued pursuant to the Ordinance, in fully registered form, are dated August 1, 1995 and have a
stated maturity of November 15, 2017 (“Maturity Date™). The Series A Notes will bear interest on the unpaid principal
amount thereof as described below.

Interest on the Series A Notes shall be computed on the basis of a 365 or 366-day year, as appropriate, for the actual
number of days elapsed. Interest on the Series A Notes or the principal portion thereof called for redempuion will cease
to accrue on the date fixed for redemption. At no time shall any Series A Note bear interest at a rate in excess of the
Maximum Rate. The authorized denominations are $100,000 and any integral multiple of $5,000 in excess of $100,000.

The Depository Trust Company (“DTC”) will act as the initial securities depository for the Series A Notes, which will be
issued initially pursuant to a book-entry-only system. See the information herein under the caption, “BOOK-ENTRY-
ONLY SYSTEM”. Under the Ordinance, the City may appoint a successor securities depository to DTC for the
Series A Notes. The holders of the Series A Notes have no right to a book-entry-only system for the Series A Notes.
The information under the caption, “THE SERIES A NOTES” is subject in its entirety to the provisions described



below under the caption, “BOOK-ENTRY-ONLY SYSTEM” while the Series A Notes are in the book-entry-only
system.

Payment of Principal and Interest

The Series A Notes were issued in fully registered form and were registered in the name of Cede & Co., as nominee of
DTC. Individual purchases of interests in the Series A Notes will be made in book-entry form only, in authorized
denominations as described herein under the capuon, “THE SERIES A NOTES - General.” Purchasers of such
interests will not receive certificates representing their interests in the Series A Notes. For a description of the method
of payment of principal, premium, if any, and interest on the Series A Notes and matters pertaining to their transfers and
exchanges while in the book entry-only system, see the informatien herein under the capuion, “BOOK-ENTRY-ONLY
SYSTEM.”

So long as Cede & Co. is the registered owner of the Series A Notes, the Paying Agent will pay principal of and interest
on the Series A Notes 1o DTC, which will remit such principal and interest payments to the Beneficial Owners of the
Series A Notes, as described herein under the caption, “BOOK-ENTRY-ONLY SYSTEM.”

Interest on the Series A Notes is payable by (i) check mailed on the date on which due to the Registered Owners thereof
at the address of such Registered Owners shown on the registration books kept by the Paying Agent as of the close of
business on the Record Date in respect of such interest, or (11} during such time the Series A Notes are beanng interest at
a Bond Interest Term Rate, or with respect to a Registered Owner who is the registered owner of Series A Notes in an
aggregate principal amount of ar least $1,000,000 and who, prior w0 the Record Date next preceding any Interest
Payment Date, shall have provided the Paying Agent with wire transfer instructions, by wire transfer; provided, that
during any period during which the Series A Notes bear interest at Bond Interest Term Rates, interest payable on the
Series A Notes is payable only upon surrender of the Series A Notes to the Paying Agent at 1s Des1gnated
Payment/ Transfer Office {or dehvery of the Series A Notes. Payment of principal, premium, if any, and interest on its
Maturity Date or on redemption in whole or in part of the Series A Notes shall be made only upon presentation and
surrender of the Series A Notes at the Designated Payment/ Transfer Office of the Paying Agent, or at the designated
office of any successor Paying Agent.

Interest Payment Dates

For any Weekly Interest Rate Period, interest initially shall accrue from the first day thereof and thereafter from the first
Wednesday of each calendar month during that Weekly Interest Rate Peniod, to and including the Tuesday prior to the
first Wednesday of the next succeeding calendar morth and shall be payable on the first Wednesday of each calendar
month, or, if such first Wednesday is not a Business Day, the next succeeding Business Day; provided that with respect
o the first Interest Payment Date for the Senes A Notes, interest shalt accrue from February 18, 2009 of the Series A
Notes through and including February 24, 2009. For any Short-Term Interest Rate Period, interest shall accrue from the
first day thereof and thereafter from each Interest Payment Date in respect thereof other than the last such Interest
Payment Date and shall be payable on the day next succeeding the last day thereof. In addition, for each Interest Rate
Period, interest shall be payable on the day next succeeding the last day of the Interest Rate Period.

Interest Rates — General

Except in connection with a phased adjustment of Series A Notes from a Short-Term Interest Rate Period to a \Weekfy
Interest Rate Period, all Series A Notes shall bear interest at either a Weekly Interest Rate or Bond Interest Term Rate or
Rares and no Senes A Note shall bear interest in excess of the Maximum Rate.

_ The first Interest Rate Period shall commence on February 18, 2009 and shall be a Weekly Interest Rate Period. The
.City may elect at any time that all Series A Notes will be adjusted to the alternate Short-Term Interest Rate Period,
subject to the satisfaction of certain conditions specified in the Ordinance, including delivery of a Favorable Opinion of
Bond Counsel in connection with an adjustment.

Weekly Interest Rate Period

The Weekly Interest Rate shall be determined by the Remarketing Agent on Tuesday of each week during a Weekly
Interest Rate Period (or the next succeeding Business Day if any such Tuesday is not a Business Day). The first Weekly



Interest Rate determined for each Weekly Interest Rate Period shall be determined on or prior to the first day of such
Weekly Interest Rate Period and shall apply to the pertod commencing on the first day of such Weekly Interest Rate
Period and ending on the next succeeding Tuesday (whether or not a Business Day). 'Thereafter, each Weekly Interest
Rate shall apply to the period commencing on Wednesday (whether or not a Business Day) and ending on the next
succeeding Tuesday (whether or not a Business Day), unless such Weekly Interest Rate Period shall end on a day other
than Tuesday, in which event the last Weekly Interest Rate shall apply to the period commencing on Wednesday
(whether or not a Business Day) preceding the last day of such Weekly Interest Rate Period and ending on the last day of
such Weekly Interest Rate Period.

The Weekly Interest Rate shall be the rate of interest per annum determined by the Remarketing Agent to be the
minimum interest rate which, if borne by the affected Series A Notes, would enable the Remarketing Agent to sell such
Series A Notes on the effective date of such rate at a price (without regard to accrued interest) equal to the principal
amount thereof.

If the Remarketing Agent fails to establish a Weekly Interest Rate for any week during a Weekly Interest Rate Period, the
interest rate for such week shall be the same as the Weekly Interest Rate for the immediately preceding week, if the
Weekly Interest Rate for such preceding week was determined by the Remarketing Agent. If for any reason the
Remarketing Agent did not determine the Weekly Interest Rate for the immediately preceding week, or if a Weekly
Interest Rate determined by the Remarketing Agent for any week shall be held to be invalid or unenforceable by a court
of law, the interest rate for such week shall be equal to 115% of the most recently published SIFMA Index.

TMENT T 17 . At any time, the City, by wnitten direction to the Paying
Agent/Registrar, the Tender Agent, the Credit Bank and the Remarketing Agent, may elect, subject to receipt of a
Favorable Opinion of Bond Counsel, that the Series A Notes shall bear interest at Bond Interest Term Rates. Such
direction of the City shall specify (1) the effective date of the Short-Term Interest Rate Period (during which the Series
A Notes shall bear interest at Bond Interest Term Rates), which shall be (A} a Business Day not earlier than the 12th day
following the second Business Day after receipt by the Paying Agent/Registrar of such direction and (B) the day
immediately following the last day of such Interest Rate Period; and (2) the date of delivery of such Series A Notes 1o be
purchased (if other than such effective date). In addition, the direction of the City shall be accompanied by a Favorable
Opinion of Bond Gounsel and a copy of the notice to be mailed by the Paying Agent/Registrar to the Owners of the
Series A Notes. During each Short-Term Interest Rate Period commencing on the date so specified and ending, with
respect to each Series A Note, on the day immediately preceding the effecuve date of the next succeeding Interest Rate
Period with respect to such Series A Note, each Series A Note shall bear interest at a Bond Interest Term Rate during
each Bond Interest Tenm for such Senes A Note.

NOTICE OF ADJUSTMENT TO BOND INTEREST TERM RATES. 'The Paying Agent/Registrar shall give notice

by first-class mail of an adjustment to a Short-Term Interest Rate Period to the Owners of the Series A Notes not less
than 12 days prior to the effective date of such Short-Term Interest Rate Period. Such notice shall state (1) that the
Series A Notes shall bear interest at Bond Interest Term Rates unless Bond Counsel fails to deliver to the City, the
Paying Agent/Registrar and the Remarketing Agent a Favorable Opinion of Bond Counsel as'to such adjustment on the
effective date of such adjustment in the Interest Rate Period, in which case the Series A Notes shall continue to bear
interest at a Weekly Interest Rate as in effect immediately prior t such proposed adjustment in the Interest Rate Period;
(2) that during such Short-Term Interest Rate Period, each Series A Note shall have one or more consecutive Bond
Interest Terms during each of which such Series A Note will bear interest at a Bond Interest Term Rate; (3) the effecuve
date of such Shon-Term Interest Rate Period; and (4) that the Series A Notes are subject to mandatory tender for
purchase on the effective date of such Shon-Term Interest Rate Period and sewing forth the applicable purchase price.

OPINION QF BOND QOUNSEL. In connection with any adjustment of the Interest Rate Period on the Series A
Notes, the City shall cause to be provided to the Paying Agent/Registrar and the Remarketing Agent a Favorable
Opinion of Bond Counsel on the effective date of such adjustment if such opinion was required with respect to such
adjustment. In the event that Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on any such date,
then the Interest Rate Period on the Series A Notes shall not be adjusted, and the Series A Notes shall continue to bear
interest at a Weekly Interest Rate or Bond Interest Term Rates, as the case may be, as in effect immediately prior to such
proposed adjustment in the Interest Rate Period. In any event, if notice of such adjustment has been mailed to the
Owners of the Series A Notes and Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on the effective
dare as herein described, the Series A Notes shall continue to be subject to mandatory purchase on the date which would
have been the effective date of such adjustment.



Short Term: Interest Rate Period

: 4 : A During each Short-
‘Term Interest Rate Period, each Series A Note shall bear interest dunng each Bond Interest Term at the Bond Tnterest
Term Rate for such Series A Note. The Bond Interest Term and the Bond Interest Term Rate for each Series A Note
need not be the same for any two Series A Notes, even if determined on the same date. Each of such Bond Interest
Terms and Bond Interest Term Rates for each Series A Note shall be determined by the Remarketing Agent no later
than the first day of each Bond Interest Term. The Remarketing Agent shall announce the range or ranges of possible
Bond Interest Terms no later than 9:00 a.m. on the first day of a Bond Interest Term for such Series A Notes; provided,
however, that the Remarketing Agent may change the Bond Interest Terms or ranges of Bond Interest Terms
announced and offered at such times and as often as the Remarketing Agent deems appropriate. Except for any Series
A Notes purchased on behalf of the City and remaining unsold by the Remarketing Agent at the close of business on the
first day of the Bond Interest Term, each Bond Interest Term shall be for a petiod of days with the range or ranges
announced as possible Bond Interest Terms no later than 9:00 a.m. on the first day of each Bond Interest Term by the
Remarketing Agent. Each Bond Interest Term for each Series A Note shall be a period of not more than 270 days,
determined by the Remarketing Agent in its sole judgment to be the period which, together with all other Bond Interest
Terms for all Series A Notes then Outstanding, will result in the lowest overall borrowing cost on the Series A Notes
over the next succeeding 270 days or is otherwise in the best financial interests of the City; provided, however, that no
Bond Interest Term shall be established for a period which would result in a Bond Interest Term Rate in excess of the
Maximum Rate; provided further, however, that in no event shall the Bond Interest Term Rate applicable to Series A
Notes during such period as a Credit Facility is in effect with respect thereto be an interest rate which would cause the
aggregate interest due on the next succeeding Interest Payment Date for all Ourstanding Sertes A Notes, the interest on
which is payable from such Credit Facility, to exceed the coverage of the Credit Facility with respect to interest on such
Series A Notes. Any Series A Note purchased on behalf of the City and remaining unsold by the Remarketing Agent as
of the close of business on the first day of the Bond Interest Term for that Series A Note shall have a Bond Interest
Term of one day or, if that Bond Interest Term would not end on a day immediately preceding a Business Day, a Bond
Interest Term ending on the day immediately preceding the next succeeding Business Day. Each Bond Interest Term
shall end on either a day which immediately precedes a Business Day or on the day immediately preceding the Maturity
Date. If for any reason a Bond Interest Term for any Series A Note cannot be so determined by the Remarketing Agent
or if the determination of such Bond Interest Term is held by a court of law 10 be invalid or unenforceable, then such
Bond Interest Term shall be 30 days, but if the last day so determined shall not be a day immediately preceding a
Business Day, shall end on the first day immediately preceding the Business Day next succeeding such last day, or if such
last day would be after the day immediately preceding the Maturity Date, shall end on the day immediately preceding the
Matunty Date. In determining the number of days in each Bond Interest Term, the Remarketing Agent shall take into
account the following factors: (i) existing short-term tax-exempt market rates and indices of such short-term rates, (i}
the existing market supply and demand for short-term tax-exempt securities, (i} existing yield curves for short-term and
long-term tax-exempt securities or obligations of credit quality comparable to the Series A Notes, (iv) general economic
conditions, (v) economic and financial conditions present in the securities industry that may affect or be relevant to the
Series A Notes, (vi) the Bond Interest Terms of other Series A Notes, (vil) any information available 1o the Remarketing
Agent pertaining to the City regarding any events or anticipated events which could have a direct impact on the
marketability of or interest rate on the Series A Notes and (vui) such other facts, circumstances and conditions
pertaining to {inancial markets as the Remarketing Agent, in its sole discretion shall determine to be relevant. The Bond
Interest Term Rate for each Bond Interest Term for each Series A Note shall be the rate of interest per annum
determined by the Remarketing Agent no later than the first day of each Bond Interest Term (based on an exarmination
of tax-exempt obligations comparable, in the sole judgment of the Remarketing Agent, to the Series A Notes and known
by the Remarketing Agent to have been priced or traded under then-prevailing market conditions} to be the minimum
interest rate which, if borne by such Series A Notes, would enable the Remarketing Agent to sell such Series A Notes on
the date and at the time of such determination at a price (without regarding accrued interest) equal to the principal
amount thereof. If for any reason a Bond Interest Term Rate for any Series A Notes is not so established by the
Remarketing Agent for any Bond Interest Term, or such Bond Interest Term Rate is determined by a court of law to be
invalid or unenforceable, then the Bond Interest Term Rate for such Bond Interest Term shall be the rate per annum
equal to 115% of the most recently published STFMA Index. The determination of each Bond Interest Term and Bond
Interest Term Rate by the Remarketing Agent shall be conclusive and binding upon the City, the Remarketing Agent, the
Tender Agent, the Paying Agent/ Registrar, the Credit Bank and the Owners of the Series A Notes.




WEE At any tume, the City, by wrinten direction to the Paying
Agent/Registrar, the Tender Agent, the Credit Bank and the Remarketing Agent, may elect, subject to a Favorable
Opinion of Bond Counsel, that the Series A Notes shall bear interest at a Weekly Interest Rate. Such direction of the
City shall specify (1) the effective date of such adjustment to a Weekly Interest Rate, which shall be (A) a Business Day
not earlier than the 12th day following the second Business Day after receipt by the Paying Agent/Registrar of such
direction and (B) the day immediately following the last day of the then current Bond Interest Term with respect to such
Series A Notes and (2) the date of delivery for such Series A Notes to be purchased (if other than such effective date).
-In addition, such direction of the City shall be accompanied by a Favorable Opinion of Bond Counsel and by a copy of
the notice 1o be mailed to the Owners of the Series A Notes by-the Paying Agent/Registrar. During each Weekly
Interest Rate Period commencing on a date so specified and ending on the day immediately preceding the effectve date
of the next succeeding Interest Rate Period, the interest rate borne by the Series A Notes shall be a Weekly Interest Rate.

N TMENT Y 2 TE. The Paying Agent/Registrar shall give notice by

first-class mail of an adjustment to a Weekly Interest Rate Period to the Owners of the Sertes A Notes not less than 12
days prior to the effective date of such Weekly Interest Rate Period. Such notice shall state (1) that the interest rate on
the Series A Notes will be adjusted to a Weekly Interest Rate unless Bond Counsel fails to deliver to the City, the Paying
Agent/Registrar and the Remarketing Agent a Favorable Opinion of Bond Counsel as to such adjustment on the
effective date of such adjustment in the Interest Rate Period, in which case the Series A Notes, shall continue to bear
interest at Bond Interest Term Rates for the Bond Interest Terms as in effect immediately prior 1o such proposed
adjustment in the Interest Rate Period; (2) the effective date of such Weekly Interest Rate Period; and (3) that the Seres
A Notes are subject to mandatory tender for purchase on such effective date and setting forth the applicable purchase
price.

QOPINION OF BOND QOUNSEL, In connection with any adjustment of the Interest Rate Period on the Series A
Notes, the City shall cause to be provided to the Paying Agent/Registrar and the Remarketing Agent a Favorable
Opinion of Bond Counsel on the effective date of such adjustment if such opinion was required with respect to such
adjustment. In the event that Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on any such date,
then the Interest Rate Period on the Series A Notes shall not be adjusted, and the Series A Notes shall continue to bear
interest at a Weekly Interest Rate or Bond Interest Term Rates, as the case may be, as in effect immediately prior to such
proposed adjustment in the Interest Rate Period. In any event, if notice of such adjustment has been mailed to the
Owners of the Series A Notes and Bond Counsel fails 1o deliver a Favorable Opinion of Bond Counsel on the effective
date as herein described, the Series A Notes shall continue to be subject to mandatory purchase on the date which would
have been the effective date of such adjustment.

Purchase of Series A Notes

ener for Prrcse ation of Notapore g Wk st Rate Periad. During any Weekly Interest Rate Period, any
Series A Note bearing interest at the Weekly Interest Rate shall be purchased from the Owner thereof at the option of
such Owner on any Business Day at a purchase price equal to the principal amount thereof, plus accrued interest, if any,
from and including the Interest Acerual Date immediately preceding the date of purchase through and including the day
immediately preceding the date of purchase, unless the date of purchase shall be an Interest Accrual Date, in which case
at a purchase price equal to the principal amount thereof, payable in immediately available funds, upen delivery by such
owner to the Tender Agent at its designated office for notice of tender (the “Designated Tender Office”) initially in
Austin, Texas, of an irrevocable written notice which states the name of the Series A Note, the principal amount of such
Series A Note, the Note number, and the date on which such Series A Note is 10 be purchased, which date shall be a
Business Day at least seven days after the date of the delivery of such notice to the Tender Agent. Any notice delivered
to the Tender Agent after 4:00 p.m. shall be deemed to have been received by the Tender Agent on the next succeeding
Business Day. For payment of such purchase price by wire transfer in immediacely available funds on the date specified
in such notice, such Series A Note must be delvered at or prior to 10:00 a.m. on the date specified in such notice to the
Tender Agent at its Designated Tender Office, accompanied by an instrument of transfer thereof, in form satisfactory to
the Tender Agent, executed in blank by the Owner thereof or the Owner’s duly authorized attorney, with such signature
guaranteed by a commercial bank, trust company or member firm of the New York Stock Exchange. If any Owner of a
Series A Note who shall have been given notice of tender of purchase pursuant to this paragraph shall fail to deliver
such Series A Note to the Tender Agent at the place and on the applicable date and at the time specified, or shall fail o
deliver such Series A Note properly endorsed, such Series A Note shall constiunte an Undelivered Series A Note. 1f
funds in the amount of the purchase price of the Undelivered Series A Note are available for payment to the Owner
thereof on the date and at the time specified, from and after the date and time of that required delivery (i) the



Undelivered Series A Note shall be deemed to be purchased and shall no tonger be deemed 10 be Outstanding under the
Ordinance; (i} interest shall no longer accrue thereon; and (i) funds in the amount of the purchase price of the
Undelivered Series A Note shall be held by the Tender Agent for the benefit of the Owner thereof {provided that the
Ovwmer shall have no right to any investment proceeds derived from such funds), to be paid on delivery (and proper
endorsement) of the Undelivered Series A Note to the Tender Agent at its Designated Tender Office. Any funds held
by the Tender Agent as described in clause (i) of the preceding sentence shall be held uninvested.

Lt &, Xt Sucten teest Tenn On the day next succeeding the last
day of each Bond Interest Term for a Series A Noce, unless such day is the first day of a new Interest Rate Period (in
which event such Series A Note shall be subject to mandatory tender for purchase pursuant to the next paragraph), such
Series A Note shall be purchased or deemed purchased from its Owner at a purchase price equal to the principal amount
thereof payable by wire wansfer in immediately available funds. Payment of the purchase price on any Senies A Note
shall be. made on such day if such Series A Note 15 delivered to the Tender Agent on or prior to 12:00 Noon on such
day, or if such Series A Note s delivered after 12:00 Noon on such day then on the next succeeding Business Day. The
purchase price of any Series A Notes so purchased shall be payable only upon surrender of such Series A Notes to the
Tender Agent at its Designated Tender Office, accompanied by an instrument of transfer thereof, in form satisfactory to
the Tender Agent, executed in blank by the Owner thereof or his duly authorized aworney, with such signature
guaranteed by a bank, trust company or member firm of the New York Stock Exchange, Inc.

The Senes A Notes shall be subject to mandatory

tender for purchase ata purchase pmce payable in Jmmedlately available funds, equal to the principal amourt of the
Series A Notes on the first day of each Interest Rate Period or, if Bond Counsel has failed to deliver a Favorable
Opinion of Bond Counsel, on the day which would have been the first day of an Interest Rate Period had a Favorable
Opinion of Bond Counsel been delivered and the interest rate on Series A Notes adjusted.

frzie! Tt drictior felerie] eplac t Faalify 1f at any
time the Paymg Agent/ Regzstra: shall gwe notice that any Senes A Notes payable from the Credlt Facility as then in
effect shall on the date specified in such notice cease to be payable from such Credit Facility as a result of () the
termination or expiration of the term of such Credit Facility, (it) the occurrence of an event of default under the Credit
Facility or (iif) such Credit Facility being reduced, replaced or modified with the effect that such Series A Notes are no
longer payable from such Credit Facility or the amount of coverage with respect thereto has been reduced or will not be
reinstated following a draw on the Credit Facility with respect to interest on the Series A Notes, then (but only in the
circumstances where the Letter of Credit has not been renewed or replaced by an Alternate Letter of Credit issued and
delivered at least 45 days prior to such termination, expiration, reduction or modification) on the fifth day preceding any
termination, expiration, reduction or modification of the Credit Facility, or in the case of the failure of the Credit Bank
to reinstate the amount payable on the Credit Facility as to interest within the time permitted thereby a Business Day not
less than 10 days but not more than 15 days after the Credit Bank shall have failed to reinstate the amount payable on
the Credit Facility with respect o interest, each such Series A Notes shall be purchased or deemed purchased as herein
provided. The purchase price for such Series A Notes shall be equal to the principal amount thereof, plus accrued
mterest {if any). Payment of the purchase price of any Series A Note required to be purchased pursuant to prior
provisions of this paragraph shall be made in immediately available funds by 4:00 p.m. on such purchase date upon
delivery of such Series A Note to the Tender Agent at its Designated Tender Office, accompanied by an instrument of
transfer thereof, in form satisfactory to the Tender Agent, executed in blank by the Owner thereof or his duly authorized
auorney with such signature guaranteed by a bank, trust company or member firm of the New York Stock Exchange,
Inc., at or prior to 10:00 a.m. on the date specified for such delivery in the notice, or, if no such date shall have been so
specified, on the second Business Day preceding such expiration, termination, reduction or modification of the Credit
Facility. Notwithstanding anything in this paragraph to the contrary, in the event that in connection with any reduction
of the amount payable under the Credit Facility, the City shall deliver to the Paying Agent/Registrar, the Tender Agent
and the Remarketing Agent, prior to the date that notice of such reduction is given by the Paying Agent/Registrar,
written evidence from each Rating Agency then rating the Series A Notes, to the effect that such reduction, in and of
itself, will not result in the withdrawal or reduction of the rating(s) then applicable to the Series A Notes, then the Series
A Notes shall not be subject to mandatory tender for purchase as provided in this paragraph solely as a result of such
reduction, but in such event the Paying Agent/Registrar shall give the “Notice of Termination, Event of Default or
Other Change in Credit Facility” required by the Ordinance.




Redemption

The Series A Notes will be subject to optional redemption by the City, in whole or in part in authorized denominations,
on any Interest Payment Date, at a redemption price of 100% of the principal amount thereof, plus accrued interest, if
any, to the redemption date, without premium. Notice of any Optional Redemption identifying the Series A Notes to be
redeemed in whole or in part shall be given by the Paying Agent/Registrar at least 15 days prior to the date fixed for
redemprion by sending written notice by first class mail 1o the Registered Owner of each Senes A Note to be redeemed
in whole or in part at the address shown on the Register. Such notice shall state the redemption date, the redemption
price, the amount of accrued interest payable on the redemption date, the place at which Series A Notes are to be
surrendered for payment and, if less than the enure principal amount of a Series A Note is to be redeemed, the portion
thereof to be redeemed. Any notice given as provided in this paragraph shall be conclusively presumed to have been
duly given, whether or not the Owner receives such notice. By the date fixed for redemption, due provision shall be
made with the Paying Agent/Registrar for the payment of the redemption price of the Series A Notes to be redeemed,
plus accrued interest to the date fixed for redemiption. When the Series A Notes have been called for redemption in
whole or in part and due provision has been made to redeem same as herein provided, the Series A Notes or portions
thereof so redeemed shall no longer be regarded as Qutstanding except for the purpose of receiving payment solely from
the funds so provided for redemption, and the rights of the Owners to collect intergst which would otherwise accrue
after the redemption date on any Series A Note or portion thereof called for redemption shall terminate on the date
fixed for redemption.

Book-Entry-Only System

DTC will act as securities depository for the Bonds {the “Securities”). The Securities will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested
by an authorized representative of DTC. One fully-registered Security centificate will be issued for each maturity of the
Secunities, each in the aggregare principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited- purpose trust company organized under the New York Banking Law, a
“banking orgamzauon " within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“cleaning corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”

reglstered pursuant 10 the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides

asset servicing for over 3.5 million ssues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments from over 100 countries that DTC's participants (“Direct Participants™) deposit with DTC.

IDTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions m

deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants’

accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both

US. and non-US. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other

organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (*DTCC”). DTCC

is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all
of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC
system is also available o others such as both US. and non-US. securities brokers and dealers, banks, trust companies,
and clearing corporations that clear through or maintain a cusiodial relationship with a Direct Participant, either directly
or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: “AAA.” The DTC Rules applicable
to its Participants are on file with the Securities and Exchange Commission. More information about DTC can be

found at www.dic¢.com and www.dic.org.

Purchases of Securities under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Securities on DTC's records. The ownership interest of each actual purchaser of each Security (“Beneficial
Owmer”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive
written confirmation from DTC of their purchase. Beneficial Owners are, however, expecied to receive wntten
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests
in the Securities are 1 be accomphished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except m the event that use of the book-entry system for the Securities is discontinued.



To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such other DTC
nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the Secunues; DTC's records reflect only the identity of the Direct Participants to whose accounts such Securities are
credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will rematn responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time. Beneficial
Owmers of Securities may wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to the Security
documents. For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding the Secunities
for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the aliernative, Beneficial Owners
may wish to provide their names and addresses to the registrar and request that copies of notices be provided directly to
them.

Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed, DTC’s
practice 1s to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Securities unless
authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual procedures, DTC matls an
Omnibus Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts Securities are credited on the record dare
(identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the Securities will be made 1o Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’
accounts upon DTC's receipt of funds and corresponding detal informauon from the City or the Paying
Agent/Registrar, on payable date in accordance with their respective holdings shown on D'TC's records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility
of such Participant and not of DTC nor its nominee, the Paying Agent/Registrar, or the City, subject to any statutory or
regulatory requirements as may be in effect from time to vime. Payment of redemption proceeds and principal and
interest payments to Cede & Co. (or such other nominee as may be requested by an authonzed representative of DTC)
15 the responsibility of the City or the Paying Agent/Registrar, disbursement of such payments to Direct Participants will
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect 1o the Securities ar any time by giving reasonable
notice to the City or the Paying Agent/Registrar. Under such circumstances, in the event that a successor depository is
not obtained, Security certificates are required to be printed and delivered.

Subject o DTC’s policies and guidelines, the City may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depository). In that event, Security certificates will be printed and delivered.

The information in this section conceming DTC and DTC’s book-entry-only system has been obtained from
sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.

Registration, Transfer and Exchange

Registration and Payrent. The Series A Notes were initially issuable in, and currently are held in, the name of Cede & Co.,
as nominee of DTC, which acts as securities depository for the Series A Notes. Debt Service on the Series A Notes will
be paid by the Paying Agent/Registrar 10 Cede & Co., as nominee for DTC, which shall disburse such payments 1o the
DTC participants, who will be responsible for dLsmbutmg such payments to the Beneficial Owrniers as described herein.



For so long as DTC is the secunties depository for the Series A Notes, the term “Owner” shall refer solely to DTC. In
the event that DTC is no longer the securities depository for the Series A Notes, the term “Owner” shall refer to a
successor securities depository or the Beneficial Owners of the Series A Notes which are shown as registered owners on
the registration books of the Paying Agent/Registrar.

Fuure Registration. 1n the event that DTC is no longer the securities depository for the Series A Notes and a successor
securities depository is not appointed by the City, the Series A Notes may be transferred, registered and assigned only on
the registration books of the Paying Agent/Registrar and such registration shall be at the expense of the Ciry except for
any tax or other governmental charges required to be paid with respect to such registration, exchange and transfer. A
Bond may be assigned by execution of an assignment form on the Series A Notes or by other instruments of transfer
and assignment acceptable 1o the Paying Agent/Registrar. A new Note will be delivered by the Paying Agent/Registrar
to the last assignee (the new Owner) in exchange for such transferred and assigned Note in accordance with the
provisions of the Ordinance. Such new Series A Notes must be in an Authorized Denomination.

The Paying Agert/Registrar. The Bank of New York Mellon Trust Company is acting as the Paying Agent/Registrar for
the Series A Notes. Provision is made in the Ordinance for replacement of the Paying Agent/Registrar for one or more
series of Series A Notes. A successor Paying Agent/Registrar, if any, shall be determined by the City. The Paying
Agent/Registrar shall not be required to transfer or exchange any Series A Note during the 15-day period prior to the
date fixed for redemption; provided, however, that such restriction shall not apply to the transfer or exchange by the
Registered Owner of the unredeemed portion of a Series A Note called for redemption in part.

Limitations on Remedies

The Ordinance constitutes a contract between the City and the Owners of the Revenue Bonds from time 10 time
outstanding and the Ordinance shall be and remain irrepealable untl the Revenue Bonds and the interest thereon shall
be fully paid or discharged or provision therefor shall have been made as provided herein. In the event of a default in the
payment of the principal of or interest on any of the Revenue Bonds or in the payment of any Reimbursement
Obligations or a default in the performance of any duty or covenant provided by law or in the Ordinance, the Owner or
Owners of any of the Revenue Bonds may pursue all legal remedies afforded by the Constitution and laws of the State of
Texas to compel the City to remedy such default and to prevent further default or defaults. Without in any way limiring
the generality of the foregoing, it is expressly provided that any Owner of any of the Revenue Bonds may at law or in
equity, by suit, action, mandamus, or other proceedings, enforce and compel performance of all duties required to be
performed by the City under the Ordinance, including the making of reasonably required rates and charges for the use
and services of the Airport System, the deposit of the Gross Revenues into the special funds herein provided, and the
application of such Gross Revenues in the manner required in the Ordinance.

On June 30, 2006, the Texas Supreme Court (the “Court”) ruled in Tooke v. Gty of Mexia, 197 S. W.3d 325 (Tex. 2006)
(“Tooke™) that 2 waiver of soverelgn tmmunity must be pr0v1ded for by statute in “clear and unambiguous™ language.
In so nuling, the Court declared that statutory language such as “sue and be sued” or “plead and be impleaded”, in and
of uself, did not constitute a clear and unambiguous waiver of sovereign immunity. In Tooke, the Court noted the
enactment in 2005 of sections 271.151-.160, Texas Local Government Code (the “Local Government Immunity Waiver
Act™), which, according to the Court, waives “immunity from suit for contract claims against most local governmental
entities m certain circumstances.” The Local Government Immunity Watver Act applies to cities and relates to contracts
entered into by cities for goods or services.. In general, Texas courts have held that a writ of mandamus may be issued to
require public offictals 10 perform ministerial acts that clearly pertain to their duties. Texas courts have held that a
ministerial act is defined as a legal duty that is prescribed and defined with a precision and certainty that leaves nothing
to the exercise of discretion or judgment, though mandamus is not available to enforce purely contractual duties.
However, mandamus may be used to require a public officer to perform legally-imposed ministerial duties necessary for
the performance of a valid contract to which the State of Texas or a political subdivision of the State of Texas is a party
(including the payment of monies due under a contract).

Furthermore, the City is eligible 10 seek reliefl from its creditors under Chapter 9 of the US. Bankruptcy Code
(“Chapter 97); however, Chapter 9 provides for the recognition of a security interest represented by a specifically
pledged source of revenues, such as that of the Net Revenues of the Airport System. Chapter 9 also includes an
automatic stay provision that would pl’Ohlblt without Bankruptcy Court approva[ the prosecution of any other legal
action by creditors or bondholders of an entity which has sought protection under Chapter 9. Therefore, should the
City avail itself of Chapter 9 protection from creditors, the ability to enforce any other remedies available to the



registered owners, other than for the pledge of Net Revenues of the Airport System securing the Series A Notes, would
be subject to the approval of the Bankruptcy Court (which could require that the action be heard in Bankruptey Court
instead of other federal or state court); and the Bankrupicy Code provides for broad discretionary powers of a
Bankruptcy Court in administering any proceeding brought before it.

SECURITY FOR THE PRIOR LIEN BONDS AND THE REVENUE BONDS
Pledge

The Series A Notes are limited special obligations of the City and are payable from and are equally and ratably secured
solely by a lien on the Net Revenues of the Airport System, subordinate only to the lien on and pledge of Net Revenues
to secure the Prior Lien Bonds, and a first lien on the moneys on deposit in the Debt Service Fund and the Debrt Service
Reserve Fund. The Series A Notes are Revenue Bonds under the Ordinance. For definitions of the * Airport System,”
“Net Revenues,” “Revenue Bonds,” and “Operation and Maintenance Expenses,” see “APPENDIX C-SUMMARY
OF CERTAIN PROVISIONS OF THE ORDINANCES - Selected Definmions.”

The Ordinance does not constitute a mortgage of any of the physical properties forming a part of the Airport
System or create any lien thereon or security interest therein. The Series A Notes are not general obligations of
the City, and neither the taxing power of the City nor the State of Texas is pledged as security for the Series A
Notes.

Letter of Credit
[COPY TO COME]
Rate Covenant

In the Ordinances, that it will at all times fix, charge, impose and collect rentals, rates, fees and other charges for the use
of the Airport System, and, to the extent it legally may do so, revise the same as may be necessary or appropriate, in
order that in each Fiscal Year, the Net Revenues will be at least sufficient to equal the larger of either (i} all amounts
required to be deposited in such Fiscal Year to the credit of the Prior Lien Debt Service Fund, the Prior Lien Debt
Service Reserve Fund, the Debt Service Fund, the Debt Service Reserve Fund, and the Administrative Expenses Fund
and to any debt service or debt service reserve fund or account for Subordinate Obligations, or (i) an amount, together
with Orther Available Funds, not less than 125% of the Debt Service Requirements for the Prior Lien Bonds and
Revenue Bonds for such Fiscal Year plus an amount equal to 100% of anticipated and budgeted Administratve
Expenses for such Fiscal Year.

If the Net Revenues in any Fiscal Year are less than the amounts specified above, the City, promptly upon receipt of the
annual audit for such Fiscal Year, must request an Atrport Consultant to make its recommendations, if any, as to a
revision of the City’s rentals, rates, fees and other charges, its Operation and Maintenance Expenses or the method of
operation of the Airport System in order to satisfy as quickly as practicable the foregoing requirements. Copies of such
request and the recommendations of the Airport Consultant shall be filed with the City Clerk  So long as the Gy
substantially complies in a timely fashion with the recommendations of the Airport Consultant, the City will not be
deemed 10 have defaulted in the performance of its duties under the Ordinances even if the resulting Net Revenues plus
Other Available Funds are not sufficient 1 be in compliance with the covenant set forth above, so long as debt service
is paid when due.

Pursuant to the Ordinances, so long as any Series A Notes or Credit Agreement Obligations remain Quistanding, the
Aviation Director shall, prior to the commencement of each Fiscal Year, prepare and deliver to the chief budget officer
of the City, for submission to the City Council, a recommended annual budget for the Airport System for such Fiscal
Year. The City shall adopt annual budgets for the Airport System for each Fiscal Year, each of which shall contain an
estimate of Gross Revenues and only such budgeted expenditures as will produce Net Revenues in an amount that, after
making all deposits and payments required by the Prior Lien Ordinances, is not less than the amoumt necessary to pay
the Debt Service and Administrative Expenses when due and make the required deposits 1o the Debt Service Reserve
Fund. After the adoption of the annual Airport System budget by the Ciry, the total expenditures for Operation and
Maintenance Expenses will not exceed the total expenditures authorized for such purposes by such budget, as it may

10



from time to time be amended. The City Manager supervises each department of the City and is responsible for the
preparation and presentation of the overall budget.

Debt Service Reserve Fund

The Series 2005 Ordinance establishes a Debt Service Reserve Fund for the benefit of all Revenue Bonds and requires
that an amount equal to the Debt Service Reserve Fund Requirement be accumulated and maintained therein in
accordance with the Series 2005 Ordinance. The Debt Service Reserve Fund Requirement is defined as the arithmetic
average of the Debt Service Requirements scheduled to occur in the then current and each future Fiscal Year for all
Revenue Bonds then QOutstanding, including the Series A Notes. The Series 2005 Ordinance also provides for the use of
a Debt Service Reserve Fund Surety Bond in lieu of a cash deposit. See “APPENDIX C- SUMMARY OF CERTAIN
PROVISIONS OF THE ORDINANCE - Funds and Flow of Funds - Debt Service Reserve Fund.”

In connection with the issuance of the Series 2005 Revenue Bonds, a surety bond in the amount equal to the Debt
Service Reserve Fund Requirement issued by Financial Security Assurance (“‘FSA”) was deposited to the credic of the
Debt Service Reserve Fund to fully fund the Debt Service Reserve Fund Requirement in the amount of $25,536,832.80.

In connection with the issuance of the Debt Service Reserve Fund Surety Bond, the City and FSA entered into an
Insurance Agreement (the “Agreement”). Pursuant to the Agreement, the City has agreed to reimburse FSA together
with interest with respect to any draw on the Debt Service Reserve Fund Surety Bond. The reimbursement period shall
be 18 months following payment to the Debt Service Reserve Fund pursuant 10 a Debt Service Reserve Fund Surery
Bond payment. The City has never drawn on a Debt Service Reserve Fund Surety Bond issued in connection with
Airport System Bonds.

[ Glerm/Jeff to provde FSA disdoswre language]
Additional Revenue Bonds

The Ciry has reserved the right to issue Additional Revenue Bonds on a parity with the Series 2005 Revenue Bonds and
the Series A Notes for any lawful Airport System purpose upon the meeting of certain conditions including the
following: (i} certain officials of the City certify that upon issuance of such Additional Revenue Bonds the City will not
be in default under any terms or provisions of any Prior Lien Bonds or Revenue Bonds or under the provisions of the
ordinances pursuant to which they were issued, and upon the issuance of such Additional Revenue Bonds the Prior Lien
Debt Service Fund, the Prior Lien Debt Service Reserve Fund, the IDebt Service Fund and Debt Service Reserve Fund
will have the required amounts on deposit or contained therein; and (it) a written report of an Airport Consultant
indicates that the estimated Net Revenues, together with the estimated Other Available Funds, of the Airport System for
each of three (3) consecutive Fiscal Years beginning in the earlier of (a} the first Fiscal Year following the estimated date
of completion and initial use of all revenue producing facilities 1o be financed with Additional Revenue Bonds, based
upon a certified written estimated completion date by the consulting engineer for such facility or facilities, or (b) the first
Fiscal Year in which the City will have scheduled payments of interest on or principal of the Additonal Revenue Bonds
to be issued for the payment of which provision has not been made as indicated in the report of such Airport Consultant
from proceeds of such Additional Revenue Bonds, investment income thereon or from other appropriated sources
(other than Net Revenues) are equal to at least 125% of the Debt Service Requirements on all Qutstanding Prior Lien
Bonds and Revenue Bonds scheduled to occur during each such respective Fiscal Year after taking into consideration
the additional Debt Service Requirements for the Additional Revenue Bonds to be issued.

In Lieu of the certification described in (ii) above, the City’s Chief Financial Officer may provide a centificate showing
that, for either the City’s most recently completed Fiscal Year or for any consecutive 12 out of the most recent 18
months, the Net Revenues, together with Other Avaitable Funds, of the Airport System were equal to at least 125% of
the maximum Debt Service Requirements on all outstanding Prior Lien Bonds and Sertes A Notes scheduled to occur in
the then current or any future Fiscal Year after taking into consideration the issuance of the Additional Revenue Bonds
proposed to be issued. ‘

If Additional Revenue Bonds are being issued for the purpose of refundmg less than all previously issued Prior Lien

Bonds or Revenue Bonds which are then Cuistanding, neither the report of the Airport Consultant nor the centificate of
the City's Chief Financial Officer described above is required so long as the maximum annual Debt Service
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Requirements in any Fiscal Year after the issuance of such Additional Revenue Bonds will not exceed the maximum
annual Debt Service Requirements in any Fiscal Year prior to the issuance of the Additional Revenue Bonds.

Subordinate Obligations

The City has reserved the right w issue or incur, for any lawful Airpont System purpose, Bonds, notes or other
obligations, including credit agreement obligations related thereto, secured in whole or in part by liens on the Net
Revenues that are junior and subordinate to the lien on Net Revenues securing payment of the Prior Lien Bonds and the
Series A Notes, and any additional Revenue Bonds. Although referred 1w in the Ordinance as “Subordinate
Obligatons”, such Bonds, notes or other obligations may bear any name or designation provided by the ordinance
authorizing their issuance. Such Subordinate Bonds may be further secured by any other source of revenues lawtully
available for such purposes, whether or not pledged as security for the Series A Notes or the Revenue Bonds. See
“DEBT SERVICE REQUIREMENTS”.

Special Facilities Bonds

The City has reserved the right to issue from time to time, in one or more series, Special Facilities Bonds as provided in
the Ordinances to fimance and refinance the cost of any Special Facilities, including all reserves required therefor, all
related costs of issuance and other amounts reasonably relating thereto, provided that such Special Facilities Bonds shall
be payable solely from payments by Special Facilities lessees and/ or other security not provided by the City. In no event
shall any Gross Revenues or any other amounts held in any other fund or account maintained by the City as secunty for
the Prior Lien Bonds, the Revenue Bonds or for the construction, operation, maintenance or repair of the Airport
System be pledged wo the payment of Special Facilities Notes, See “DEBT SERVICE REQUIREMENTS”.

Flow of Funds

The Ordinances create, or affirm the creation of, various funds and accounts, eight special funds in additon 1o the
Construction Fund. Gross Revenues as received are required to be deposited into the Revenue Fund established by the
Ordinances, and moneys in such fund are required to be applied and allocated on a monthly basis in the manner and the
priority established by the Ordinances. See “APPENDIX C - SUMMARY OF CERTAIN PROVISIONS OF THE
ORDINANCES - Funds and Flow of Funds”.

Special Considerations Relating to the Series A Notes

. The Renurketing Agent is Paid By the Gty The Remarketing Agent’s responsibilities include determining the interest rate
from time to time and remarketing Senies A Notes that are optionally or mandarorily tendered by the owners thereof
(subject, in each case, to the terms of the Ordinance and the Remarketing Agreement), all as further described in this
Official Statement. The Remarketing Agent is appointed by the City and is paid by the City for its services. As a resulr,
the imterests of the Remarketing Agent may differ from those of existing Holders and potential purchasers of Series A
Notes.

The Remarketing A gert Rostively Purchuses Series A Notes for its Oun Acown. The Remarketing Agent acts as remarketing
agent for a vanety of variable rate demand obligations and, in its sole discretion, routinely purchases such obligations for
its own account. The Remarketing Agent is permitted, but not obligated, 1o purchase tendered Series A Notes for s
own account and, in its sole discretion, may routinely acquire such tendered Series A Notes in order w0 achieve a
successful remarketing of the Series A Notes (i.e., because there otherwise are not enough buyers to purchase the Series
A Notes) or for other reasons. However, the Remarketing Agent is not obligated to purchase Series A Notes, and may
cease doing so at any time without notice. The Remarketing Agent may also make a market in the Series A Notes by
routinely purchasing and selling Series A Notes other than in connection with an optional or mandarory tender and
remarketing. Such purchases and sales may be at or below par. However, the Remarketing Agent is not required to
make a market in the Series A Notes. The Remarketing Agent may also sell any Series A Notes it has purchased to one
or more affiliated investment vehicles for collective ownership or enter into derivative arrangements with affiliates or
others in order to reduce its exposure to the Series A Notes. The purchase of Series A Notes by the Remarketing Agent
may create the appearance that there is greater third party demand for the Series A Notes in the market than is actually
the case. The practices described above also may result in fewer Series A Notes being tendered in a remarketing.
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Sens A Notws May be Offered at Differet Prics on Any Date Induding an Interest Rate Detemaration Date Pursuant 1o the
Ordinance and the Remarketing Agreement, the Remarketing Agent is required to determine the applicable rate of
interest that, in its judgment, is the lowest rate that would permit the sale of the Series A Notes bearing interest at the
applicable interest rate at par plus accrued interest, if any, on and as of the applicable interest rate determination dare.
The interest rate will reflect, among other factors, the level of market demand for the Series A Notes (including whether
the Remarketing Agent is willing to purchase Series A Notes for its own account). There may or may not be Series A
Notes tendered and remarketed on an interest rate determination date, the Remarketing Agent may or may not be able
to remarket any Series A Notes tendered for purchase on such date at par and the Remarketing Agent may sell Series A
Notes at varying prices to different investors on such date or any other date. The Remarketing Agent is not obligated to
advise purchasers in a remarketing if it does not have third party buyers for all of the Series A Notes at the remarketing
price. In the event a Remarketing Agent owns any Series A Notes for its own account, it may, in its sole discretion in a
secondary market transaction outside the tender process, offer such Series A Notes on any dare, including the interest
rate determination date, at a discount to par 1o some investors.

The A bility to Sell the Series A Notes Other Than Through the Terder Process May Be Lingted 'The Remarketing Agent may buy
" and sell Series A Notes other than through the tender process. However, it is not obligated to do so and may cease
doing so at any time without notice and may require Holders that wish to tender their Series A Notes to do so through
the Tender Agent with appropriate notice. Thus, investors who purchase the Series A Notes, whether in a remarketing
or otherwise, should not assume that they will be able to sell their Series A Notes other than by tendering the Series A
Notes in accordance with the wender process.

The Remarketing A gert May Resign, Without a Sucoessor Being Named  'The Remarketing Agent may resign, upon 30 days®
prior written notice, without a successor having been named.

[ The remuindkr of this page is intertionially lef Hank.]
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Table 1
' DEBT SERVICE REQUIREMENTS

[COPY TO COME]
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THE AIRPORT SYSTEM
ABIA

The Airport System is comprised of airport, heliport and aviation facilities or any interest therein owned, operated or
controlled in whole or in part by the City and includes Austin Bergstrom International Airport (“ ABIA”), but expressly
excludes any heliport or heliports operated by City Departments other than the Aviation Department. ABIA is classified
by the Federal Aviation Administration (*FAA”} as a medium hub airport. According to Airports Council International,
ABIA is the 46th largest airport in the Unuted States based on 2007 total passengers.

On May 23, 1999, ABIA commenced operations at which time Robert Mueller Municipal Airport ceased operations.
The property on which Robert Mueller Municipal Airport was located is being developed as mixed-use development,
and will no longer be used as an airport. ABIA includes the passenger terminal building, support facilities and a nerwork
of public and restricted use roads. The terminal building, the adjacent aircraft parking apron and the related support
facilities are located between the independent parallel runways. The terminal building contains 675,000 square feet of
integrated terminal core and concourse areas with 25 gates (24 domestic and one international gate and associated
Federal Inspection Services area). The existing terminal building may be expanded to add up to twenty-nine additional
gates for maxirmum build out. )

A parking garage is directly adjacent to the landside of the terminal. The structure is a three-level concrete facility with a
capacity of 3,600 vehicles, including approximately 1,200 remal car ready return spaces. Two pedestrian connector
bridges between the elevated road structure and the parking garage provide access from the terminal building to the
parking garage. The public and employee parking lots provide parking for approximately 11,500 vehicles.

The east runway consists of a 9,000-foot by 150-foot concrete runway and a parallel 75-foot-wide taxiway, taxiway
connectors and high-speed exits. 'The midfield cross taxiways consist of two 4,300-foot by 75-foot concrete parallel
taxiways. The west runway consists of a 12,250-foot concrete runway and parallel taxiway and a new cross taxiway.
Included in both are grading, drainage, pavement, paint stripping, lighting, signage, and utilities.

The termunal access road provides northerly access to the terminal complex from State Highway 71 via a looped, six-lane
access road. The road encircles the parking garage and employee and public parking lots and splits into upper and lower
levels in front of the terminal building, providing access for departures and arrivals. The overall length of the road is
approximarely two miles, including the elevated departure section.

ABIA also includes various aprons and taxiways to support other ABIA users, including the Texas Department of
Transportation, Texas Army National Guard, and corporate and general aviation, plus support facilities for the airlines
such as the Belly Freight and Ground Service Equipment Maintenance facilities. The airline/cargo fuel farm tank
capacity is 1,200,000 gallons. The airport has six third party cargo buildings, which comprise approximately 1,429,072
square feet of ground space, while offering approximately 285,385 square feet of warchouse space.

The City has adopted noise, height, and land-use compatibility ordinances for the areas surrounding ABIA and has
completed 1ts Noise Study guidelines. The FAA approved noise studies as submitted on August 10, 1994, in November
2000, and most recently in December 2007. The scope of the noise mitigation program included the acquisition of
approximately 68 parcels to date with an additional 63 parcels included in the recently updated study for an estimared
total of $71 million dollars.

In December 2007, the City executed a lease with Austin AIB One, LLC (“AIB One”) to develop, construct, operate
and maintain a new low cost South Terminal at the Airport. AIB One is an affiliate of GE Commercial Aviation
Services. The terminal 15 intended to attract airlines that operate under an ultra low cost operating model. The initial
airline that has committed 1o operate from the South Terminal is vivaAerobus, a Mexican airline that will offer non-stop
flights 1o various destinations in Mexico. Initially, AIB One will convert an existing former Texas National Guard
building into an interim 28,000 SF terminal with three gates. The interim terminal opened May 1, 2008. If certain
financial and passenger enplanement targets are met, AIB One will design, construct, operate and maintain a
“permanent” South Terminal approximately 100,000 SF in size with 8 to 10 gates. The agreement with AIB One is
structured as a 30 year lease of a tract of 40 acres of land in the South part of the airport between the parallel runways.
Access to the new terminal will be from the south via Burleson Road and General Aviation Avenue. The Department of
Aviation will receive ground rent, plus a share of the commercial revenues generated from the operation of the South
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Terminal, including parking, concessions, and rental car revenue. Additionally, the Airport System will benefit from
landing fees and PFCs (as hereinafter defined} generated by airlines that operate at the South Terminal.

Capital Program

Austin-Bergstrom International Airport’s passenger activity growth averaged approximately 6.5% year over year for the
five fiscal years ended Fiscal Year 2008. The airport exceeded several Master Plan trigger points 51gnahng the need for
capital expansion. In anticipation of continued growth and to meet the needs of the prior years’ growth, the airport
developed a $500 million Five Year Capital Plan in Fiscal Year 2008 which included terminal gate build out and a
parking garage expansion. Though the Fiscal Year 2009 Five Year Capital Plan was adopted by the airport in its enurety,
it became apparent as Fiscal Year 2008 progressed that airline, passenger, and economic growth would not continue as it
did in earlier years. As a result, the airport delayed many of its Fiscal Year 2009 capital projects. In order to minimize
the impact of additional debt and 1o preserve the airport’s capital, the airport will postpone the majority of the capital
projects outlined in the Fiscal Year 2009 Five Year Capital Improvement Program because the growth rates needed to
justify the expenditure of funds have not materialized.

The Airport’s Five Year Capital Improvement Program beginning Fiscal Year 2009 totaling $556,625,000 is funded by:
~  Cash from the Airport’s Capital Fund, 25%
~  Aurport Revenue Bonds, 22%
- Special Facility Charges, 13%
—  Dassenger Facility Charge leveraged Bonds, 13%
—  Special Facility Bonds, 12%
—  Federal Aviauon Administration and Transportation Security Admuinistration grants, 9%
—  DPassenger Facility Charge pay as you go, 4%, and
~  Third party development, 2%.

The projects for the five year program fall into five categories: Airfield/Apron - $115,600,000; Terminal -
$210,100,000; Parking and Roadways - $186,200,000; Noise Mitigation — $21,375,000; and $23,350,000 - for
miscellaneous issues including new signage, chemical suppression improvements, cooling tower repairs, telecom/data
facility and drainage improvements.

Master Plan

The Master Plan update was completed in early 2003 and a Capital Improvement Program (CIP) for the Master Plan
implementation was completed in March 2008. The Master Plan sets trigger points utilizing passenger, operations and
vehicular statistics over the planning period of twenty years. Specific recommendations and/or updates of the Master
Plan include:

~  updated aviation demand forecasts;

—  landside and airside facility requirements;
—  evaluated awrport development alternatives;
—  prepared a airport layout plan;

—  developed a financial plan; and

—  evaluated potential environmental impacts.

The Ciry received official approval of the update from the FAA, in October, 2003.

The CIP establishes a recommended program scope, schedule, and probable cost for implementing these improvements
that are needed to accommodate the first of the Master Plan.

—  Apron expansion

—  Passenger terminal expansion

—  New parking expansion

~  Cell phone lot
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AIRLINE AGREEMENTS

The Department of Aviation has commenced preliminary discussions with airline representatives regarding new use and
lease agreements. The original use and lease agreements with the airlines were scheduled to expire September 30, 2008,
but all have been extended on a month to month basis unul the terms of a new use and lease agreement are agreed upon.
If the parties are ulumately unable to come 1o agreement, the City could impose arport fees and terms of usage by
ordinance. Under current City ordinance, any airline that does not have a wrinen agreement to operate at the Airport
must pay landing fees equal to double the rate paid by carriers who do have an agreement.

In addition, the Department of Aviation has entered into Operating Agreements with air cargo carriers serving ABIA
and with certain charter passenger carriers and smaller passenger carriers. Carriers having Operating Agreements pay the
same signatory rates as do carmers having Aurline Use and Lease Agreements, but do not participate in setting airport
fees and charges. The Operating Agreements have a shorter term (year to year) than the Airline Use and Lease
Agreements. See “Certain Investment Considerations - Airline Industry - Effect of Bankruptcy on Airline Use and
Lease Agreements.”

The Department of Aviation will also enter into Airfield operating agreements with airlines, such as vivaAerobus, that
operate form the new South Terminal which will obligate the aitline to pay landing fees and PFCs to the City. Rent for
the use of the South Terminal is paid to the operator, AIB One.

Rate-Making Approach at ABIA

The airlines agree to pay signatory airline rates and charges at ABIA calculated according to the rate-making procedures
comtained 1n the Airline Use and Lease Agreements, adjusted to include an allocated portion of debt service and
coverage on all Airport System debt in the aeronautical rate base. The City believes that the rate-making methodology,
costs included 1n the aeronautical rate base, and cost center allocation methodology assumed in the financial forecasts
are fair and reasonable and substantially in conformance with the FAA Policy Regarding Airport Rates and Charges
issued on January 30, 1995.

AIRPORT MANAGEMENT

Jim Smth, Exestive Diredor of Auation. Mr. Smith is responsible for the City’s Department of Aviation. He served in
executive capacities in Norfolk, Virginia and Dayton, Ohio before jomning the City in 1984. Since coming to Austin he
has served as Director of Planning and Development, Director of Public Works and Transportation, Assistant City
Manager and now Executive Director of the Department of Aviation. He has a Bachelor of Science Degree from the
City University of New York and a Master of Public Administration Degree from the University of Dayton.

Pati E dhunres, Director, Operations & Mairterane. Ms. Edwards s responsible for all maintenance, operations, security and
IT, which include buildings, grounds, airfield, roadways, motor pool and unimproved areas. She has been employed by
the City’s Aviation Department for over 14 years. She has been in her current position since November 2005. Ms.
Edwards has over 25 years experience in Facilities and Project management. She is an active member of BOMA, ACI
and AAAE,

Janmy Kazargff, Assistant Divector, A uation Business Dewdoprrent & Custorner Relatiors. Ms. Kazanoff is responsible for airport
marketing, business development and community relations for ABIA. She oversees the areas of properties and contracts
management, parking, advertising revenue, passenger air service development, passenger assistance programs, media
relations and serves as the point of contact with many Austin-area business and community groups. She has been
employed by the City's Aviation Department for ten years. Ms. Kazanoff has 25 years of marketmg and business
development experience, primarily serving in account executive positions with advertising agencies. She is actively
involved in the Airports Council International (ACT) Marketung and Communications Committee, serving as
Chairwoman in 2008. She is also active in ACI’s International Program, Central Texas Regional Partnership, and Austin
Hospitality Oouncil. She is a graduate of The University of Texas at Austin with a Bachelor of Journalism degree.

Bartura E. Tipple, CPA, Assistart Diregor of Firane. Ms. Tlpple is responsible for overall financial management of the
Airport  System, mcludmg financial accounting and reporting, day o day fiscal operations, budgeting, grams
administration, airport rdte setting and strategic planning. The City has employed her since 1982. She began working at
Austin’s airport in 1990 as a Senior Accountant and has been in her current position at the Airport System since 2006.
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Prior to 1982, she was employed in public accounting. She is a graduate of Lamar University with a Bachelor of Ants in
History, completed her accounting and business education at Texas A&M University and The University of Texas at
Austin and is a Certified Public Accountant.

Share Harbirson, Assistant Director, Plawing & Ergineenirg and Mainteranee. Mr. Harbinson is responsible for Airport
Development, Environmental and Maintenance Services. Mr. Harbinson has served in airport positions at Minneapolis
St. Paul International, and Midland International in Midland Texas before joining the City of Austin in 1999. Since
coming to Austin, he has served as Operations Coordinator, Noise Abatement Officer, Airport Planner, Manager of
Airport Operations, Assistant Director of Operations and Security, and now Assistant Director of Planming &
Engineering and Maintenance. He is a graduate of Saint Cloud State University, Saint Cloud Minnesota, with a Bachelor
of Science in Aviation. He is an active in the American Association of Airport Executives and Airport’s Council
International.

AIRPORT STATISTICAL DATA

ABIA 15 the principal air carrier airport in the Austin-Round Rock Metropolitan  Statistical Area (“MSA™), consisting of
Hays, Travis, Bastrop, Caldwell and Willlamson Counties. The Austin MSA population and economy generate the
majority of the passengers enplaned at ABIA.

The Airport primary service area includes s the Austin-Round Rock MSA  plus  Bell, Blanco, Burleson, Burnet,
Caldwell, Fayette, Lee, Llano, and Milam counties. The limits of the primary service area are generally defined by the
availability of airline service at air carrier airports in nearby cities such as Dallas/Fort Worth (192 miles), Houston (164
miles) and San Antonic (78 miles).

After the events of September 11, 2001, the Airport System has supplemented revenues available for the payment of
operation and mamtenance expenses and debt service through the transfer of funds from other avalable Airport
sources, including specifically from the Airport Capital Fund. For the Fiscal Years ended September 30, 2002 through
the Fiscal Year ended September 30, 2008, the Airport Systern transferred on average $7.1 million annually to the
Airport Operating Fund. As is the case with other airports around the country, Airport management continues to
explore opportunities to increase non-airline generated revenues at the Airport (e.g., parking, concessions, real estate and
other activities).Set forth below is a table showing the actual and budgeted transfers 1o the Airport Operating Fund.

Austin-Bergstrom International Airport
Transfer from Airport Capital Fund to Airport Operating Fund

Fiscal Year 2005 Fiscal Year 2006  Fiscal Year 2007  Fiscal Year 2008  Fiscal Year 2009
Actual Acuual Actual Actual Budgeted
$7,326,653 $7,066,367 $6,820,511 $6,879,187 $7,146,363

The transfers to the Airport Operating Fund enable the City to satisfy the rate covenant described above as well as
satisfying the tests governing the issuance of Additional Revenue Notes.

Major E conomic Activity

For general information regarding the City and its economy, see APPENDIX A hereto.

18



AIRLINES AND MARKET SHARE

Table 1
List of Aidines

As of the date of this Official Statement, ABIA is being served by the following airlines.

ine
Allegtant Air
American Airlines

Atlantic Southeast Airlines, Inc.

Casino Express
Chautauqua Airlines, Inc.
Continental Airlines
Delta Aur Lines
Fronuer

JAZZ Air

JetBlue Airways

Mesa Airlines

Miamui Air International
Northwest Airlines
Pace Airlines

Pinnacle Airlines
Skywest Airlines
Southwest Airlines
Trans State Airlines
United Airlines

US Airways

USA Jet Airlines

_ vivaAerobus

Source: City of Austin Department of Aviation.

19

All-Cargo Aidines
Airborne Express
Amerflight

Ameristar Jet Charter Inc.
Astar Air Cargo

Baron Aviation

Federal Express

Lone Star Overmight
Martinaire, Inc.

United Parcel Service



The following table presents the airlines’ shares of enplaned passengers for Fiscal Years 1985, 1990, 2000, 2001, 2002,

2003, 2004, 2005, 2006, 2007 and 2008.

Table 2
Airline Market Shares
Robert Mueller Municipal Airport and Austin-Bergstrom International Airport (3)
(For Fiscal Years Ended September 30)

Share of Enplaned Passengers
Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Year Year Year Year Year Year Year Year Year Year Year
Auline 1985 1990 2000 2001 2002 2003 2004 2005 2006 2007 2008
Southwest 35.0% 34.9% 37.9% 38.8% 37.6% 37.0% 36.6% 35.5% 36.5% 357% 36.1%
American 22.1% 20.8% 24.1% 23.0% 24.1% 25.2% 25.2% 262% . 26.4% 26.0% 24.7%
Continental 8.3% 8.7% 10.0% 10.3% 11.2% 11.4% 11.6% 11.7% 12.0% 11.7% 10.7%
Delta 10.2% 14.8% 10.8% 9.5% 10.8% 8.9% 8.4% 8.6% 54% 50% 4.8%
Jet Blue - - - - - - - - 2.0% 2.7% 3.4%
Mesa - - - - - - 2.8% 3.3% 4.0% 28% 3.C0%
Frontier (b) - - - - 1.4% 1.8% 22% 2.1% 2.2% 2.4% 2.5%
Skywest - - - - - - - 3.0% 2.6% 1.9% 2.2%
United 3.7% 4.1% 5.6% 5.9% 5.8% 8.1% 2.1% 1.7% 1.9% 2.3% 2.1%
Express Jet (¢} - - - - - - - - - 1.2% 2.1%
US Airways (d) 34%  52%  38%  39%  35%  29%  22%  18%  13%  2.0% 19%
Northwest - 2.8% 3.1% 3.2% 30% 34% 26% 3.5% 1.7% 1.6% 1.9%
Pinnacle - - - - - - 1.5% 0.7% 1.4% 1.2% 0.9%
Aero Mexico - - - - - - - - 0.1% 0.2% 0.2%
Casino Express - - 0.1% - - - 0.1% - - - -
Air Canada - - 0.1% - - - - - - -
Aur Wisconsin . - - - 1.6% - -
Allegro - - - 03% - - -
American Eagle - - 0.6% - - -
Braniff 0.4% . - - - .
Eastern 2.2% - . . - - - - -
Pan Amenican 1.0% 1.0% - - - - - . - -
Sun Country i - 02%  0.2% - - . . . -
‘Texas International - - - - - - - - - -
TranStar 9.2% - - - - - - - - -
TWA . 20% 2.5% 3.1% 32% 0.3% - - - - -
USAir (e) 1.4% 1.1% - - - - - - - -
Vanguard - - - 0.8% 1.2% - - - - - -
83.1% 91.3% 95.9% 94.6% 97.8% 98.7% 96.9% 98.1% 97.5% 96.7% 96.5%
Commuters 16.9% 8.7% 4.1% 54% 2.2% 1.3% 31% _ 19% 2.5% 3.3% 35%
: 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 1000% 100.0% 100.0% 100.0%

(a) Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airport opened on May 23, 1999.

{b) Fronuier declared bankruptcy in April 08; this includes enplaned passengers both pre- and post-bankruprey.
(c) Service commenced during FY2007.

(d) Formerly Amenca West; name change occurred duning FY2007.

() Discontinued service during FY1997.

Source: City of Austin, Depantment of Aviation.

[ The.reminder of this page is imertionally If Hark.]
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ATR CARGO ACTIVITIES
The following table sets forth the historicat enplaned cargo activity for the period indicated.

Table 3
Historical Cargo Traffic
(represented in tons)
Robert Mueller Municipal Airport and Austin-Bergstrom International Airport (a}
(For Fiscal Years Ended September 30)

Enplaned Cargo (in tons)
Freight and Annual
Fiscal Year Express (b) Mail Total Increase/ (Decrease)

1985 3,405 3,208 6,613 -
1986 3,137 3,305 6,442 (2.6%)
1987 4501 3,527 8,028 24.6%
1988 8,225 3,603 11,828 47 3%
1989 12,220 3,836 16,056 35.7%
1990 16,155 3,925 20,080 25.1%
1991 12,367 3,800 16,167 (19.5%)
1992 17,379 3,938 21,317 31.9%
1993 23,463 4,145 27,608 295%
1994 27,093 4,120 31,213 13.1%
1995 31,652 4,405 36,057 15.5%
1996 37,923 4,309 42,232 17.1%
1997 41,179 5,174 46,353 9.8%
1998 50,378 5,297 55,675 20.1%
1999 61,291 4,982 66,273 19.0%
2000 76,219 5,035 81,254 22.6%
2001 78,621 5,091 83,712 3.0%
2002 71,485 1,793 73,278 (12.5%)
2003 68,313 1,641 69,954 (4.5%)
2004 63,384 1,854 65,238 (6.7%)
2005 64,245 1,362 65,607 0.6%
2006 - 59,442 1,245 60,687 (7.5%)
2007 57,760 812 58,572 (3.5%)
2008 57,824 1,081 58,905 0.6%

(3} Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airport opened on May 23, 1999.
(1) Includes small packages.

Source: City of Austin, Department of Aviation.

[ The remuirder of this page 15 itentioally gt Hark.]

21



The following table sets forth the percentage of total enplaned freight per all-cargo airline.

Table 4
Enplaned Freight Per All-Cargo Airline
Austin-Bergstrom International Airport (a)
{For Fiscal Years Ended September 30)

Percentage of Total Enplaned Freight
2002 2003 2004 2005 2006 2007 2008

Federal Express 376%  402%  43.6%  443%  499%  462%  439%
ABX Air (d) 15.5% 17.4% 17.9% 18.2% 15.0% 16.4% 18.6%
UPS 10.2% 11.8% 12.0% 11.4% 176%  208% 21.5%
DHL/ Astar 5.6% 5.4% 6.2% 6.3% - 0.4% 23%
Baron Aviation 1.2% 1.5% 1.7% 1.7% 1.7% 1.8% 1.9%
Burlington/ATI (b) 07% . - - - - - -
UPS Chain Supply Solutions (c) 1.0% 2.3% 29% 2.5% 1.4% - -
Eagle - - - - - - -
Express One 2.7% - - - - - -
Custom Air 7.0% 9.7% 1.6% - - - -
Quest 8.6% - - - - - -
Orher _2.3% 3.8% 2.6% 37% __15% __14% __13%
Subtotal 925%  91.3%  885%  B881% 87.1%  87.0%  89.5%
Passenger Airlines _Z6% _87% _115% _119% _129% _13.0% _105%
Total 1000% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

(a) Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airpont opened on May 23, 1999.
(b) Prior to July 2000 Air Transport International (ATI) was Burlington Air Express (BAX).

() Prior to May 2005, UPS Chain Supply operated as Menlo Forwarding and Emery Forwarding.

(d} Prior to FY 2007, ABX Air was operated as Airborne Express.

Source: Clty of Austin, Departrent of Aviation.

[ The remurder of this page is intertionally left Hank.]
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Percent of Scheduled
1 Dallas/Fort Worth Love Field 183 5.8%
2 Los Angeles Internattonal 1,234 4.1%
3 Denver International 768 4.0%
4 Las Vegas International 1,083 3.5%
5  Chicago O'Hare 973 3.3%
6 San Jose, California 1,467 2.8%
7 Phoenix International 867 2.8%
8  JohnF. Kennedy New York 1,515 2.4%
9 Baltimore International 1,337 2.3%
1¢ Orlando International 992 2.1%
11 Houston Hobby 150 2.0%
12 Boston International 1,692 2.0%
13 Atlanta International 810 2.0%
14 El Paso, Texas 524 2.0%
15 Newark/New York 1,498 2.0%
16 San Francisco International 1,496 1.9%
17 San Diego International 1,157 1.9%
18 Seattle/ Tacoma International 1,761 1.9%
19 Philadelphia Internauonal 1,426 1.7%
20 Dallas/Fort Worth International 179 1.7%
Cities Listed 52.20%
Other Cities 47.80%
100.00%

ORIGIN AND DESTINATION MARKETS

Table 5

Domestic Origin-Destination Patterns and Aidine Service

Scheduled Domestic Airlines
Austin-Bergstrom International Airport
12 Months Ended September 30, 2008

Sources: Databank 1B ~ 10% survey data.
US Department of Transportation and BACK Aviation Solutions.
OAGback Schedules i-Net June 2008.

[ The rermuinder of this page is irwertionally left Wark.]
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Liscal Year
1982
1983
1984
1985
1986
1987
1988
1989
1990
1951
1992
1993
1994
1995.
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

1,094,921
1,189,791
1,553,266
1,836,205
1,802,014
1,930,879
1,389,110
2,068,961
2,154,705
2,062,815
2,144,173
2,292,646
2,469,889
2,659,724
2,790,470
2,949,169
3,002,417
3223913
3,866,956
3,867,625
3,402,463
3,425,064
3,636,917
3,866,883
4,141,580
4,473,001
4,671,819

HISTORICAL AIRLINE TRAFFIC

Table 6

Historical Airline Traffic
Robert Mueller Municipal Airport and Austin-Bergstrom International Airport ()

(For Fiscal Years Ended September 30)

Annual Percent
Increase/ (Decrease)

14.8%
8.7%
30.5%
18.2%
(1.9)%
7.2%
(2.2)%
9.5%
4.1%
(4.3) %
315%
6.9%
7.7%
7.7%
4.9%
5.7%
1.8%
7.4%
19.9%
0.0%
(12.0) %
0.7%
6.2%
6.3%
7.1%
8.0%
4.4%

Aircraft Departures
Annual Daily
19,393 53
22,015 60
30,406 83
34,382 94
30,854 85
33,231 91
31,441 86
7323 102
39918 109
36,300 99
36,176 99
36,759 101
40,900 112
46,944 129
48,756 134
42,292 116
43,721 120
44318 121
45,411 124
45,294 124
41,960 115
43,752 120
46,401 127
54,713 150
53,828 147
57,468 157
59,860 164

Passenger Enplaned
Per Departure
56
54
51
53
58
58
60
55
54
57
59
62
60
57
57
70
69
73
85
85
81
78
78
71
77
78
78

(@ Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airport opened on May 23, 1999.
Source: City of Austin, Department of Aviation.

[ The reminder of this page is intentionally lef Hark.]

24



AIRCRAFT OPERATIONS
Historical aircraft operations from Fiscal Year 1982 through Fiscal Year 2008 are set forth on the following table.

Table 7
Historical Aircraft Operations
Robert Mueller Municipal Airport and Austin-Bergstrom International Airport (a)
(For Fiscal Years Ended September 30)

Fiscal Y. Ca - Taxi/C ¢ General Aviai i Totl Ozt

1982 34,757 15,644 131,378 6,765 188,544
1983 . 39,653 16,390 131,590 7,644 195,277
1984 56,464 14,648 150,325 8,462 229,899
1985 60,151 17,376 149,073 8,450 235,050
1986 60,317 11,093 133,691 7,671 212,772
1987 65,398 10,043 115,448 6,469 197,358
1988 62,647 11,577 108,939 7,088 190,251
1989 61,789 23,195 92,703 7,221 184,908
1990 61,353 28,892 95,602 7,149 192,996
1991 61,698 19,822 95,254 6,057 182,831
1992 63,627 19,030 97,616 6,523 186,796
1993 64,945 20,925 95,467 6,689 188,026
1994 71,531 22,539 92,953 5,018 192,041
1995 76,224 22,445 96,078 5,695 200,442
1996 80,136 21,200 107,450 6,269 215,055
1997 82,763 15,051 104,184 5,153 207,151
1998 87,435 14,470 95,460 4,131 201,496
1999 103,186 13,062 73,891 4377 194,516
2000 99,631 16,416 82,747 5,063 203,857
2001 102,655 15,758 98,187 7,968 224,568
2002 93,206 17,628 97 431 8333 216,598
2003 92,600 21,989 88,977 13,806 217,372
2004 91,346 25,777 85,452 15,691 218,266
2005 94,904 25,708 79,880 8,816 209,308
2006 95,170 25,020 80,928 7,381 208,499
2007 101,385 28,299 74,442 5914 210,040
2008 107,233 30,991 75,874 5,253 219,351

{a) Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airport opened on May 23, 1999.
Source: 1980-1993: US. Department of Transportation, Federal Aviation Administration, “Air Traffic Activiry”, fiscal
year editions.
1994-2008: City of Austin, Department of Aviation.

[ The rermuinder of this page is irtertionadly lgft Mark.]
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AIRCRAFT LANDED WEIGHT

Historical aircraft landed weight at Robert Mueller Mumicipal Airport and Austin-Bergstrom International Airport from
Fiscal Year 1982 through Fiscal Year 2008 are sct forth on the following table.

Table 8
Historical Aircraft Landed Weight
Robert Mueller Municipal Airport and Austin-Bergstrom International Airport (a)
Fiscal Years 1982 ~ 2008
(in 1,000-pound units)

Fiscal Year Dassenger Airlines  All-cargo Airlives Total Percent Increase/ (Decrease)

1982 2,193,535 27,610 2,221,145 1.0%
1983 2,446,617 35,544 2,482,161 11.8%
1984 3,465,099 105,670 3,570,769 43.9%
1985 3,709,995 134,726 3,844,721 7.7%
1986 3,598,608 119,074 3,717,682 (3.3%)
1987 3,962,387 151,505 4,113,892 10.7%
1988 3744765 271978 4,016,743 (2.4%)
1989 3,648,818 360,041 4,008,859 (0.2%)
1990 3,831,860 230,986 . 4,062,846 1.3%
1991 3,797,219 106,061 3,903,280 (3.9%)
1992 3,922,625 189,602 4,112,227 5.35%
1993 3,963,281 322,486 4,285 767 42%
1994 4,247 865 358,404 4,606,269 7.5%
1995 4,332,391 399,579 4,731,970 27%
199 4,322,633 495,613 4,818,246 1.8%
1997 4,405,228 526,098 4931,32% 2.3%
1998 4,556,204 653,290 5,209,494 5.6%
1999 5,061,755 820,936 5,882,691 12.9%
2000 5,236,831 938223 6,175,054 5.5%
2001 5,536,571 995,417 6,531,988 11.0%
2002 4,982,834 798,371 5,781,205 (6.4%)
2003 4,845,473 768,318 5,613,791 (2.9%)
2004 4,790,496 723,773 5,514,269 (1.8%)
2005 5,007,578 743,608 5,751,186 4.3%
2006 5,023,135 592,220 5,615,355 (2.4%)
2007 5,456,289 543,248 5,999 537 6.8%
2008 5,639,816 601,319 6,241,135 40%

(8 Robert Mueller Municipal Airport closed and Austin-Bergstrom International Airport opened on May 23, 1999.
Source: City of Austin, Department of Aviation.

[ The remsirdder of this page is intertionlly lef Hande.]
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HISTORICAL FINANCIAL DATA

The City, as operator of the Airport System, currently accounts for its activities according to generally accepted
accounting principles through an enterprise fund. The City’s financial statements for the Fiscal Year ended September
30, 2006 are included as Appendix B hereto. The following table represents the historical operating results of the
Airport enterprise fund for Fiscal Year 2004 through 2007 based on the published financial statements of the City, as
reported on by the City’s certified public accountants together with the audited results for the twelve months ended

September 30, 2008.

TABLE 9

Comparative Statements of Revenues, Expenses and Changes in Retained Eamings/Net Assets
City of Austin, Texas

Airport Fund
(Fiscal Year Ended September 30)
(in thousands)

Revenue
User Fees and Rental
Operating Revenues

Expenses
Operating Expenses before Depreciation
Depreciation

Total Operating Expenses

Operating Income before Nonoperating
Revenues (Expenses) and Operating Transfers

Nonoperating Revenues (Expenses)
Interest and Other Revenues
Unrealized Gain on Investments
Interest on Revenue Bonds and Other Debt
Interest Capitalized during Construction
Capital Conubutions
Passenger Facility Charges
Amortizaton of Bond Issue Cost
Orher Nonoperating Expenses
Total Nonoperating Revenues (Expenses)

Income before Operating Transfers

Operating Transfers:
Operatng Transfers In
Operating Transfers Qut
Income before Extracrdinary Loss

Extraordinary Loss - Bond Debt Extunguishment

Net Income
Add Depreciation Transferred to Contributions

Net Increase in Retained Earnings
Retained Earnings at Beginning of Year, as Previously Reported

Prior Peniod Adjustment
Retained Earnings at Beginning of Year, as Restated
Retained Earnings at End of Year

2004 2005 2006 2007
§ 65361 $ 68282 $ 7149 $ 79.871
65,361 68,282 71,496 79.871
38,517 41,320 45714 47298
16,054 17,526 17,129 17,722
54,571 58,846 62,843 65,000
_ 10790 __ 9436 __ 8653 14,851
1,916 3,549 5772 7,548
(22,497) (21,963) (17,058) (16,501)
953 1,640 2,103 1,478
- 15,566 16,017 7.900
10,555 13,938 15,977 16,691
(131) (228) (325) (229)
(1,577) (8,533) (255) (24)
6,214 8,963
9 (2,161) 14,867 23,814
9 (2,161) 14.867 23,814
9 (2,161) 14,867 23 814

6,126 13,405 30,884 -

323,193 329,319 342724 173,608
$323,193 $329319  $342724  $373.608
$329319  $342724  $373,608  $405,322
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TABLE 10
Revenue Detail by Fiscal Year
Austin-Bergstrom International Airport

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year

2004 2005 2006 2007 2008
Actual Actual Actual Actual Actyal
Airline Revenue
Landing Fees $16,634.349 817,363,322 $14765760  $17,747,794
Terminal Rental & Cther Fees 15,095,918 14774534 15676,333  _16.920,220
Total Airline Revenue $31,730267  $32,137,856  $30,442,093  $34,668,014
Non-Airline Revenue
Parking $17,880,828 $19,324 695 $21,702,949 $24,845 364
Other Concessions , 10,876,603 11,508,632 13,578,714 14,595,799
Other Rentals and Fees 4,878,253 5,310,406 5,771,806 5,761,439

Total Non-Airline Revenue  $33,635,684  $36,143.733  $41,053.469  $45.202.602

Total Revenue $65365951  $482R1589  $71495562  $79.870616
AIRLINE INFORMATION

Revenues of the Airport System may be affected by the ability of the aitlines operating ar ABIA, individually and
collectively, to meet their respective obligations under their respective lease and use agreements. Each of these airlines
(or their respective parent corporations) is subject to the information reporting requirements of the Securities Exchange
Act of 1934, as amended, and in accordance therewith files reports and other information with the Securities and
Exchange Commission (the “SEC"). Certain information, including financial information, as of particular dates
concerning each of the aitlines operating at ABIA (or their respective parent corporations) is disclosed in certain reports
and statements filed with the SEC. Such reports and statements can be inspected in the Public Reference Room of the
SEC at 450 Fifth Street, N.W., Washington, D.C. 20659, and at the SEC’s regional offices at 219 South Dearborn Street,
Chicago, [llinois 60604; 26 Federal Plaza, New York, New York 10278; and 5757 Wilshire Boulevard, Suite 500 East,
Los Angeles, California 90036-3648 and copies of such reports and statements can be obtained from the Public
Reference Section of the SEC at the above address at prescribed rates. In addition, each airline operating at ABIA is
required to file periodic reports of financial and operating statistics with the United States Department of Transportation
(the “US. DOT"). Such reports can be inspected at the following location: Office of Aviation Information
Management, Data Requirements and Public Reports Division, Research and Special Programs Admuinistration,
Department of Transportation, 400 Seventh Street, S.W., Washington, D.C. 20590, and copies of such reports can be
obtained from the US. DOT at prescribed rates.

CERTAIN INVESTMENT CONSIDERATIONS
General

Since the events of September 11, 2001, ABIA, as well as the rest of the aviation industry, has faced numerous
challenges. Following the terrorist events, the aviation industry continued to face obstacles as airline traffic and revenue
remained soft, the economy weakened, air traffic demand continued to decrease, and airlines’” expenses continued to
increase. The aviation industry continues to face obstacles including hostilities in Irag, elevated oil prices, increased fare
discounting, and escalating security costs. All of this has had an impact on the operauonal levels at airports across the
country, including ABIA. While the economy and the travel sector have largely recovered from the events of September
11th, and their aftermath, the National economy is facing new challenges, particularly in the credit markets.
Unprecedented fuel prices have affected airline financial performance in 2008, and will likely do so in the future. While
fuel prices have abated since their peak in the fall of 2008, the airlines have been faced with new challenges arising out of
the general downturn in the economy that was triggered by events in the credit and other markets. The City and the
Department of Aviation have addressed and will continue to respond to these series of challenges.
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The principal of and interest on the Revenue Bonds (including the Series A Notes) is payable pursuant to the Ordinance
solely from the Net Revenues of the Airport System and moneys on deposit in the Debt Service Fund and the Debt
Service Reserve Fund. The ability to pay debt service on the Series A Notes will depend on the receipt of sufficient
Gross Revenues, including the receipt of PFC (hereinafter defined) revenues, a portion of which the City has covenanted
in the Ordinance to make available for payment of the Prior Lien Bonds and the Revenue Bonds.

The Airport System’s ability to generate Gross Revenues, including any PFC revenues, depends upon sufficient levels of

aviation activity and passenger traffic at ABIA. The achievement of increased passenger traffic will depend partly on the

profitability of the airline industry and the ability of individual airlines to provide sufficient capacity o meet demand. A

weak economy, war and the threat of terrorist activity reduces demand for air travel. To the exvent the Airport System is

;}r;able to make up for revenue shortfalls, the City’s ability to pay debt service on the Revenue Bonds may be adversely
ected,

In considering the matters set forth in this Remarketing Memorandum, prospective investors should carefully review all
investment considerations set forth throughout this Remarketing Memorandum, and should specifically consider certain
risks associated with the Sertes A Notes, which are Revenue Bonds under the termns of the Ordinance. There follows a
discussion of some, but not necessarily all, of the possible considerations and risks which should be carefully evaluated
by prospective purchasers of the Series A Notes prior w purchasing any Senies A Notes. The Series A Notes may not be
suitable investments for all persons. Prospective purchasers should be able 1 evaluate the risks and merits of an
investment in the Series A Notes and should confer with their own legal and financial advisors before considering a
purchase of the Series A Notes.

Passenger Facility Charges

Application. Under the Aviation Safety and Capacity Act of 1990 {the “PFC Act”), as modified by the Wendell H. Ford
Aviation Investment and Reform Act for the 21st Century (*AIR-21"), the Federal Aviation Administration (“FAA”)
may authonze a public agency to impose a Passenger Facility Charge (“PFC”) of $1.00, $2.00, $3.00, $4.00, or $4.50 on
each passenger enplaned at any commercial service airport controlled by the public agency, subject to certain limitations.
On December 20, 1994, the Department of Aviation filed with the FAA a PFC application totaling $337.8 million for
funding a portion of the construction and the financing costs related to ABIA. The scope of the application, to impose
and use a $3.00 Passenger Facility Charge, included construction costs of a passenger terminal complex, airfield facilities,
and landside facilities on a pay-as-you-go basis and the financing costs associated with these Passenger Facility Charge
qualifying scopes of work. The FAA approved application number 95-03-C00-AUS on February 8, 1995 for a total of
$333,232,479. PFC collections authorized by this application began in August, 1995. Amounts totaling $27.2 million,
collections through September, 1998 together with over collections posted on two earlier applications, were used
wowards the actual construction costs of the PFC qualifying scopes of work. Beginning October, 1998, interest earned
and Passenger Facility Charges collected were used for the debt costs associated with the Passenger Facility Charge
qualifying scope of work. As of September, 2008, Passenger Facility Charge collections and interest eamed on
collections totaled $157.9 million.

The Aviation Department received approval from the FAA in 2004 amending its current outstanding PFC application to
an increase in (i) the PFC collection rate from $3.00 to $4.50, and the PFC eligibility amount of the debt service related
1o the onginal project funding for the construction of ABIA, effective April 1, 2004. In September 2004, the FAA
approved the $4,125,000 application to impose and use PFC revenue for the installation of the EDS machines and the
associated baggage handling system. The proceeds of the Passenger Facility Charges currently imposed by the City are
not part of the Net Revenues pledged by the City 1o the payment of Revenue Bonds, including the Series A Notes.
However, in the Ordinance, the City covenants and agrees, for the benefit of the Owners of the Revenue Bonds, that
during each Fiscal Year the City will set aside from any passenger facility charges imposed by the City on enplaned
passengers the lesser of (i) such passenger facility charges imposed and collected by the City or (i) $4.50 denived from
each passenger facility charge so imposed and collected by the City for the payment of debt service on the Pnior Lien
Notes and the Revenue Bonds in the following Fiscal Year, unless the City receives a report from an Airport Consultant
showing that an alternative use of all or a portion of such passenger facility charges will not reduce the forecast coverage
of Debt Service Requirements with respect to the Prior Lien Notes and the Revenue Bonds by forecast Net Revenues
during the following Fiscal Year (or such longer forecast period as may be covered in the Airport Consultant’s Report)
to less than 125%. See APPENDIX C - SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE - Use
of Passenger Facility Charges.”
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Sufficery. The Airpont System’s ability to collect PFC revenues will vary depending on the actual number of passenger
enplanements at ABIA. If the number of enpianed passengers at ABIA falls below projections, actual PFC revenues will
fall short of projections. Such a shortfall in PFC collections could have an adverse affect on the timely payment of debt
service on Series A Notes secured by a pledge of PFC revenues. This adverse impact could be direct or indirect, if the
PFC shortfall results in sufficient increases in landing fees as to impact negauvely ABIA’s desirability to the airline
industry and thus ultimately impact the collection of landing fees at ABIA. While passenger traffic fell after September
11, 2001, raffic at the Airport has recovered resulting in record enplanements in the last four fiscal years. There can be
no assurance as 1o whart passenger traffic, and ABIA revenues, will be in the future.

Awudabilizy. The authority 1o impose and use PFCs is subject to the terms and conditions of the PFC Act, AIR-21 and
the related regulations thereto. Failure to comply with the requirements of applicable law, such as the failure 10 use
PFGs strictly for approved PFC projects, may cause the FAA 1o terminate or reduce the Airport System’s authonity to
impose and collect PFCs. In addition, notwithstanding FAA regulations requiring airlines to collect PFCs 1o account for
PFC collections separately and indicating that those PFC collections are 1o be regarded as funds held in trust by the
collecung airline for the beneficial interest of the public agency imposing the PFC, in the event of a bankruptcy
proceeding involving a collecting aitline, there is the possibility that a bankruptcy court could hold that the PFCs 1n the
airline’s custody are not to be treated as trust funds and that ABIA is not entitled to any priority over other creditors of
the collecting airline as to such funds. Also, there is no assurance that the PFC Act, AIR-21, or any other relevant
legistation or regulation will not be repealed or amended to adversely affect the Airport System’s ability to collect PFCs.
The occurrence of any of these events could have an adverse impact on the timely payment of debt service on Series A
Notes secured in part by the pledge of PFCs.

No assurance can be given that PFCs wall actually be received in the amount or at the time contemplated by the Ciry, or
that the Airport System will collect such PFC revenues in amounts or at times sufficient to pay debt service. The
amount of actual PFC revenues collected, and the rate of collection, will vary depending on the actual levels of qualified
passenger enplanements at ABIA, and will not necessarily correlate in any way to the debt service requirements of the
Series A Notes to which PFC revenues have been pledged. Regardless of the amount of PFC revenues, the Gity will be
able to apply such revenues to pay debt service only to the extent the City applied bond proceeds to pay the costs of
PFC approved projects described in the PFC application that was authorized by the FAA. In addition, the FAA may
terminate ABIA’s ability to impose PFCs, subject to formal and informal procedural safeguards, if (1) ABIA fails to use
its PFC revenues for approved projects in accordance with the FAA’s approval, the PFC Act or the regulations
promulgated thereunder, or (2) ABIA otherwise violates the PFC Act or regulations.

[DCP: You may uart to put something in bere about the possibrlity of Congress mmsmgtfyeazp on PEC’s to §7.00 as part of the FAA
reasthovization bill ]

Airine Industry

General Factors A flecting Air Carvier Revrwes. The revenues of both the Airport System and the airlines serving ABIA may
be materially affected by many factors including, without limitation, the following: declining demand; service and cost
competition; mergers; the availability and cost of fuel and other necessary supplies; high fixed costs; high capital
requirements; the cost and availability of financing; technological changes; national and international disasters and
hostilities; the cost and availability of employees; strikes and other employee disruptions; the maintenance and
replacement requirements of aircraft; the availabikity of routes and slots at various airports; litigations lability; regulation
by the federal government; environmental risks and regulations; noise abatement concerns and regulation; deregulation;

federal and state bankruptcy and insolvency laws; acts of war and terrorism; world health concerns such as the outbreak
of SARS and other nsks. Many airlines, as a result of these and other factors, have operated at a loss in the past and
several have filed for bankruptcy, ceased operations and/or have merged with other airlines. Historically, the airline
industry’s results have correlated with the performance of the economy. The September 11, 2001 attacks, the war in the
Middle East and their aftermath have resulted in a further adverse effect on airline industry earnings. Several major
carriers filed for federal bankruptcy protection, including US Airways (twice), Delta, Northwest, United and Frontier
With the exception of Frontier, whose Chapter 11 case is still in progress, each of these major carriers successiully
reorganized under Chapter 11. Vanguard Airlines also has sought federal bankruptcy protection but ceased to operate.

Further bankruptcy filings, liquidations or major restructuring by members of the airline industry remain possible. In
2008, Delta and Northwest finalized their merger. There is the likelihood of additional consolidation within the airline
mdustry, with reports of possible airline mergers including United and Continental, among others. If two or more
existing carriers operating at the Airport were to merge, it is possible that the merged entity may seck.to consolidate its
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space at the airport by reducing the amount of gate, ticket counter, office and operations space it rents from the
Department of Aviation. While this may result in some reduced rental income, it will also make 1t easier for the Awport
to attract new entrants, who may have been deterred by a lack of available space in the Barbara Jordan Terminal.

Gereral Fadors A ffecing Airlire A aruity. Numerous factors affect air traffic generally and air wraffic at ABIA specifically.
Demand for air travel is influenced by factors such as population, levels of disposable income, the nature, level and
concentration of industrial and commercial activity in the service area and the price of air travel. The price of air travel
is, in turn, affected by the number of airlines serving a particular arport and a particular destination, the financial
condition, cost structure and hubbing strategies of the airlines serving the atrport, the willingness of competing airlines
10 enter into an airport market, the cost of operating at an airport, the price of fuel and any operating constraints (due to
capacity, environmental concerns or other related factors) limiting the frequency or timing of airport traffic within the
national system or at a particular airport. In addition, the onset of war and the threat of renewed terrorist attacks may
dampen air traffic. Although the City has developed contingency plans that make assumptions as to factors described
above and suggest a prudent response to such events, the City may anticipate but can never predict the occurrence of
any particular event or trend that ¢ould adversely impact airline traffic and/or Airport System revenues.

Effect of Barderuptcy on A irdine Use and Lease A greerneres. The profitability of the airline industry has declined drastically since
2000, with most airlines, until recently, posting significant losses every fiscal quarter since the beginning of 2001. As a
result, several major carriers sought relief in bankruptcy. All of the major air carrier that filed for bankruprcy protection
have successfully emerged, and no active airline at ABIA is currently operating in bankruptey, except for Frontier
Aurlines, whose Chapter 11 case is still pending, ‘

When an airline seeks protection under the bankruptcy laws, such aitline or s bankruptcy trustee must determine
whether to assume or reject its agreements with the City (1) within 60 days or later, if ordered by the court, with respect
to its Airline Use and Lease Agreement or other leases of rental property, or (2) prior to the confirmation of a plan or
reorganization with respect to any other agreement. In the event of asswmption, the airline would be required to cure any
prior defaults and to provide adequate assurance of future performance under the applicable Airline Use and Lease
Agreement or other agreements. Rejection of an Airline Use and Lease Agreement or other agreement or executory
contract would give rise to an unsecured claim of the City for damages, the amount of which in the case of an Airline
Use and Leidse Agreement or other agreement is limited by the Bankruptcy Code generally 1o the amounts unpaid prior
to bankruptcy plus the greater of (1) one year of rent or (2) 15% of the total remaining lease payments, not to exceed
three years. However, the amount ultimately received in the event of a rejection of an Airline Use and Lease Agreement
or other agreement could be considerably less than the maximum amounts allowed under the Bankruptcy Code. Except
for costs allocated to such airline for usage and rental of the terminal, concourse and ramps, amounts unpaid as a result
of a rejection of an Airline Use and Lease Agreement or other agreement in connection with an arline in bankruptey,
such as airfield costs and costs associated with the baggage claim area, would be passed on to the remaining airlines
under their respective Airline Use and Lease Agreements, although there can be no assurance that such other airlines
would be financially able to absorb the addiuonal cost. Additionally, during the precedency of a bankruptey proceeding,
a debtor airline may not, absent a court order, make any payments to the City on account of goods and services provided
prior to the bankruptcy. Thus, the City’s stream of payments from a debtor airline would be interrupted to the extent of
a pre-petition goods and services, including accrued rent and landing fees. Each of the major carriers operating at the
Airport that sought protection under the Bankruptcy Code assumed its leases and other executory contracts with the
City, and cured all defaults, pursuant to its Plan of Reorganization. Frontier Airlines filed a motion with the Bankruptcy
Court to assume its use and lease agreement for ABIA, which is scheduled to be heard on February 6, 2009.

Uncertairties of the A irlire Industry. The City’s ability to derive revenues from its operation of ABIA depends on many
factors, many of which are not subject to the City’s control. Revenues may be affected by the ability of the airlines,
individually and collectively, to meet their respective obligations under the Airline Use and Lease Agreements.

The airline industry has undergone significant changes including airline mergers, acquisitions, bankruptcies and closures.
In addition, the financial results of the airline industry have been subject 1o substantial volatility since deregulation. The
airline industry accumulated substantial losses from 1990 to 1994, before improving in 1995. The airline industry was
generally profitable from 1995 to 1999. However, recent events, including the September 11, 2001 attacks, the general
economic downturn in the industry and the war in the Middle East, have triggered record losses and caused the
industry’s worst financial performance in history. While the airline industry has largely recovered from the events of
September 11, and its aftermath, unprecedented high fuel prices, and recent adverse developments in the credit markets
will continue to present new challenges to the airline industry.

n



The financial strength and stability of airlines serving ABIA are key determinants of future airline traffic. In addiion,
individual airline decisions regarding level of service, particularly hubbing actuwvity, at ABIA will affect total
enplanements. No assurance can be given as to the levels of aviation activity that will be achieved by ABIA. There is no
assurance that ABIA, despite a demonstrated level of airline service and operations, will continue to maintain such levels
in the future. The continued presence of the airlines serving ABIA, and the levels at which that service will be provided,
are a function of a variety of factors. Future airline traffic of ABTA will be affected by, among other things, the growth
or decline in the population and the economy of the Airport Service Region and by national and international economic
conditions, acts of war and terrorism, federal regulatory actions, airline service, air fare levels and the operation of the air
traffic control system.

Recession and Other Economic Considerations

The Airport System has seen a reduction in the level of enplanements since the credit markets began to experience
significant difficulties beginning in the fall of 2008. Austin-Bergstrom Imemational Airport’s first quarter 2009
enplanements have fallen 4.5% when compared with the first quarier 2008 enplaned activity. [A irport staff should roie the
dharges in sone measurable way, eg, perentage veduction over prior year or prior quarter, somethirg alorg thse lmes]. 'The curremt
economic recession is expected 10 be of a duration not encountered in many years, and the City expects that airport
revenues will be negatively impacted as a result. At this time, the City is uncertain as to the extent revenues may be
negatively affected by the national and regional economic downturm, and for how long, as well as how operations at the
ABIA will be affected, including whether the contemplated expansion at the South Terminal will proceed as planned, to
what extent delays may occur in implementing the Five Year Capital Improvement Program, and the level of reductions
of scheduled air service that may occur.

The State of Texas is doing better than the rest of the nation economically. Major Texas cities are showing less
economic decline than the rest of the nation. As a result, Texas airports have experienced less of a dechine in passenger
activity than the rest of the nation’s airports. The Austin airport’s passenger activity is doing relatively well.

LITIGATION

It is the opinion of the City Attorney and ABIA management that there is no pending litigation against the City that
would have a material adverse financial impact upon ABIA or its operations.

TAX EXEMPTION

Bond Counsel stated in an opinion (the “Original Opinion”) dated February 24, 1998, that, as of such date, () interest
on the Series A Notes was excludable from gross income for federal income tax purposes under existing law and (i) the
Series A Notes were “private activity bonds” within the meaning of the Internal Revenue Code of 1986, as amended (the
“Code”), and interest on the Series A Notes was an item of tax preference that was includable in alternative minimum
taxable income for purposes of determining the alternative minimum tax imposed on individuals and corporations under
existing law. Delivery of the remarketed Series A Notes is subject to the receipt of the opinion of Bond Counsel 1o the
effect that the conversion of the interest rate on the Series A Notes pursuant to the Ordinance does not in and of uself
adversely affect the exclusion from gross income for federal income tax purposes of interest on any Series A Note under
existing law.

Except as stated above, Bond Counsel has expressed in the Original Opinion and will express in connection with the
conversion, no opinion as to any federal, state or local tax consequences resulting from the receipt or accrual of interest
on, or acquisition, ownership or disposition of, the Series A Notes.

Bond Counsel’s Original Opinion assumed continuing compliance with the covenants of the Ordinances pertaining to
those sections of the Code that affect the exclusion from gross income of interest on the Series A Notes for federal
income tax purposes and, in addition, relied on representations by the City, the City’s Financial Advisor and the
Underwriters with respect to matters solely within the knowledge of the City, the City’s Financial Advisor and the
Underwriters, respectively, which Bond Counsel did not independently verify. If the City failed or fails to comply with
the covenants in the Ordinances or if the foregoing representations should be determined to be inaccurate or
incomplete, interest on the Series A Notes could become taxable from the date of delivery of the Senes A Notes,
regardless of the date on which the event causing such taxability occurs.
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Bond Counsel has not been asked 1o undertake and has not undertaken any review or investigation of, and has not been
asked to express and does not express any opinion concerning, the original or continuing treatment of the interest on the
Series A Notes as excludable from gross income for federal income tax purposes except insofar as the conversion of the
interest rate on the Series A Notes may affect the excludability of interest on the Series A Notes. Thus, in providing the
opinion set forth above, Bond Counsel has assumed without investigation that interest on the Series A Notes was and
continues to be excludable from gross income for federal income tax purposes immediately prior to the conversion of
the interest rate on the Series A Notes.

The Code imposes an alternative minimum tax on the “alternative minimum taxable income” of an individual, if the
amount of such ahernative minimum tax is greater than the amount of such individual’s regular income tax. Generally,
the alternative minimum tax rate for individuals is 26 percent of such raxable excess as does not exceed $175,000 plus 28
percent of so much of such taxable excess as exceeds $175,000. The Code also imposes a 20 percent alternative
minimum tax on the “alternative minimum taxable income™ of a corporation, if the amount of such alternative
minimum tax is greater than the amourt of the corporation’s regular income tax. Generally, the alternative minimum
taxable income of an individual or corporation will include items of tax preference under the Code, such as the amount
of interest received on “private activity bonds,” such as the Series A Notes, issued after August 7, 1986, Accordingly,
the Original Opinion stated that interest on the Series A Notes is an item of tax preference that is includable in
alternative minimum taxable income for purposes of determining the alternative minimum tax imposed on individuals
and corporations and the environmental tax imposed on corporations.

Furthermore, under the Code, taxpayers are required to report on their returns the amount of tax-exempt interest, such
as interest on the Series A Notes, received or accrued during the year,

Prospective purchasers of the Series A Notes should also be aware that the owmership of tax exempt obligations may
result in collateral federal income tax consequences to financial institutions, life insurance and property and casualty
insurance companies, certain S corporations with Subchapter C earnings and profits, individual recipients of Social
Security or Railroad Retirement benefits, taxpayers who may be deemed to have incurred or continued indebtedness to
. purchase or carry tax exempt obligations, taxpayers owning an interest in a FASIT that holds tax-exempt obligations and
individuals otherwise qualifying for the earned income credit. In addition, certain foreign corporations doing business in
the United States may be subject to the “branch profits tax” on their effectively connected eamings and profits,
including tax exempt interest such as interest on the Series A Notes. These categories of prospective purchasers should
consult their own tax advisors as to the applicability of these consequences.

Bond Counsel’s opinion is based on existing law, which is subject to change. Such opinion is further based on Bond
Counsel’s knowledge of facts as of the date thereof. Bond Counsel assumes no duty to update or supplement its
opinion to reftect any facts or circumstances that may thereafter come to Bond Counsel’s autention or to reflect any
changes in any law that may thereafter occur or become effective. Moreover, Bond Counsel’s opinions are not a
guarantee of result and are not binding on the Internal Revenue Service (the “Service™); rather, such opinion represent
Bond Counsel’s legal judgment based upon its review of existing law and in reliance upon the representations and
covenants referenced above that it deems relevant w0 such opinions. The Service has an ongoing audit program to
determine compliance with rules that relate to whether interest on state or local obligations is includable in gross income
for federal income tax purposes. No assurance can be given whether or not the Service will commence an audit of the
Series A Notes. If an audit is commenced, in accordance with its current published procedures the Service is likely to
treat the City as the taxpayer and the Owners may not have a right 1o participate in such audit. Public awareness of any
future audit of the Series A Notes could adversely affect the value and liquidity of the Series A Notes during the
pendency of the audnt regardless of the ultimate outcome of the audit.

OTHER RELEVANT INFORMATION

Ratings
Series A Note Short Term Raungs Bank Ratings
P-1 _ Moody’s Investors Service Aal/P-1 Moody's Investors Service
A-l+ Standard & Poor’s Corporation AA-/A-1+  Standard & Poor’s Corporation

A rating reflects only the view of the rating agency assigning such rating, and an explanation of the significance of such
rating may be obtained from such rating agency. There is no assurance that any of the ratings will continue for any given
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period of time or that any of the ratings will not be revised downward or withdrawn entirely by any such rating agency if,
in its judgment, circumstances so warrant,

Legal Investments and Eligibility to Secure Public Funds in Texas

The City has made no investigation of other laws, rules, regulations or investment criteria which might apply to such
wstitutions or entities or which might limit the suitability of the Series A Notes for any of the foregoing purposes or
limit the authority of such institutions or entities to purchase or invest in the Series A Notes for such purposes. The
City has made no review of laws in other states to determine whether the Series A Notes are legal investments for
various institutions in those states.

Under the Texas Public Security Procedures Act (Texas Government Code, Chapter 1201), the Series A Notes (1} are
negotiable instruments, (i) are investment securities to which Chapter 8 of the Texas Uniform Commercial Code
{which is set forth in the Texas Business & Commerce Code) applies, and (i) are legal and authorized investments for
(A) an insurance company, (B) a fiduciary or trustee, or () a sinking fund of a municipality or other political subdivision
or public agency of the State of Texas. The Senes A Notes are eligible to secure deposits of any public funds of the
State of Texas, its agencies and political subdivisions, and are legal security for those deposits 1o the extent of their
market value, For political subdivisions in Texas which have adopted investment policies and guidelines in accordance
with the Public Funds Investment Act (Texas Government Code, Chapter 2256 and referred 1o as the “PFIA”), the
Series A Notes may have to be assigned a rating of “A” or its equivalent as to investment quality by a national rating
agency before such Series A Notes are eligible investments for sinking funds and other public funds. In addition,
vanious provisions of the Texas Finance Code provide that, subject 1o a prudent investor standard, the Sertes A Notes
are legal investments for state banks, savings banks, trust companies with at least $1 million of capital and savings and
loan associations.

Legal Investments

The City invests its available funds in investments authorized by Texas law and in accordance with investment policies
approved by the City Council. Both Texas law and the City’s investment policies are subject to change.

Under Texas law, the City is authorized to invest in: (1) obligations of the United States or its agencies and
instrumentalities, including letters of credit; (2) direct obligations of the State of Texas or its agencies and
instrumentalities; (3) collateralized morgage obligations directly issued by a federal agency or instrumentality of the
United States, the underlying security for which is guaranteed by an agency or instrumentality of the United States; ey
other obhganons the principal and interest of which are guamnteed or insured by or backed by the full faith and credit
of, the State of Texas or the United States or their respective agencies and instrumentalities; (5) obligations of states,
agencies, counties, cities, and other political subdivisions of any state rated as to investment quality by a nationally
recognized investment rating firm not less than A or its equivalent; (6} bonds issued, assumed or guaranteed by the State
of Israel; (7) centificates of deposit meeting the requirements of the PFIA that are issued by or through an institution
that either has its main office or a branch in Texas and are guaranteed or insured by the Federal Deposit Insurance
Corporauon or the National Credit Union Share Insurance Fund, or are secured as to principal by obligations described
in clauses (1) through (6) or in any other manner and amount provided by law for City deposits; (8) fully collateralized
repurchase agreements that have a defined termination date, are fully secured by obligations described in clause (1}, and
are placed through a primary government securities dealer or a financial institution doing business in the State of Texas;
(9) certain bankers’ acceptances with the remaining term of 270 days or less, if the shori-term obligations of the
accepting bank or its parent are rated at least “A-1" or “P-1" or the equivalent by at least one nationally recognized
credit rating agency; (10) commercial paper with a stated maturity of 270 days or less that is rated at least “A-1” or “P-17
or the equivalent by either (a) two nationally recognized credit rating agencies or (b) one nationally recognized credit
rating agency if the paper is fully secured by an irrevocable letter of credit issued by a US. or state bank; (11) no-load
money market mutual funds registered with and regulated by the Securities and Exchange Commission that have a dollar
weighted average stated maturity of 90 days or less and include in their investment objectives the maintenance of a stable
net asset value of $1 for each share; (12) no-load murual funds registered with the Securities and Exchange Commission
that have an average weighted maturity of less than two years, nvest exclusively in obligations described in the this
paragraph, and are continuously rated as to investment quality by at least one nationally recognized investment rating
firm of not less than “AAA” or its equivalent; and (13) local government investment pools organized in accordance with
the Interlocal Cooperation Act (Chapter 791, Texas Government Act) as amended, whose assets consist exclusively of
the obligations that are described above. A pubhc funds investment pool must be continuously ranked no lower than
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“AAA”, “AAA-m” or at an equivalent rating by at least one nationally recognized rating service. The City may also
invest bond proceeds in guaranteed investment contracts that have a defined termination date and are secured by
obligations of the United States or its agencies and instrumentalities in an amount at least equal 1o the amount of bond
proceeds mvested under such contract, other than the prohibited obligations described below.

Political subdivisions such as the City may enter into securities lending programs if (i) the securities loaned under the
program are 100% collateralized, a loan made under the program allows for termination at any time and a loan made
under the program is either secured by (a) obligations that are described in clauses (1) through (6) above, (b} irrevocable
letters of credit issued by a state or national bank thar is continuously rated by a nationally recognized Investment rating
firm av not less than A or its equivalent or (c) cash invested in obligatuons descnibed m clauses (1) through (6) above,
clauses (10} through (12) above, or an authorized investment pool; (i1} securities held as collateral under a loan are
pledged 1o the City, held in the City’s name and deposited at the time the investment is made with the City or a third
party designated by the City; (1)) a loan made under the program is placed through either a primary government
securities dealer or a financial institution doing business in the State of Texas; and (v} the agreement to lend securities
has a term of one year or less.

Effective September 1, 2005, the City, as the owner of a municipal electric utlhty that is engaged in the sale of electric
energy to the public, may invest funds held in a “decommissioning trust” (a trust created to provide the Nuclear
Regulatory Commission assurance that funds will be available for decommissioning purposes as required under 10
CFR. Part 50 or other similar regulation) in any investment authorized by Subtitle B, Title 9, Texas Property Code
(commonly referred to as the “Texas Trust Code”). The Texas Trust Code provides that a trustee shall invest and
manage trust assets as a prudent investor would, by considering the purposes, terms, distribution requirements, and
other circumstances of the trust. In satisfying this standard, the trustee shall exercise reasonable care, skill and caution.

The City may also contract with an investment management firm registered under the Investment Advisor Act of 1940
(15 US.C. Section 80b.1 et seq.) or with the State Securities Board to provide for the investment and management of its
public funds or other funds under its control for a term of up to two years, but the City retains ultimate responsibility as
fiduciary of its assets.

The Gity is specifically prohibited from investing in: (1) obligations whose payment represents the coupon payments on
the owsstanding principal balance of the underlying mortgage-backed security collateral and pays no principal; (2)
obligations whose payment represents the principal stream of cash flow from the underlying mortgage- -backed security
and bears no interest; (3) collateralized mortgage obligations that have a stated final maturity of greater than 10 years;
and (4) collateralized mortgage obligations the interest rate of Wthh is determined by an index that adjusts opposite to
the changes in 2 market index.

Investment Policies

Under Texas law, the City is required to invest its funds under written investment policies that primarly emphasize
safety of principal and liquidity; that address investment diversification, yield and maturity; and also that address the
quality and capability of mvestment personnel. The policy includes a list of authorized investments for City funds,
maximum allowable stated maturity of any individual investment and the maximum average dollar weighted maturity
allowed for pooled fund groups. All City funds must be invested consistent with a formally adopted “Investment
Strategy Statement” that specifically addresses each funds’ investment. Each Investment Strategy Statement must
describe the investment objectives for the particular fund using the following prionittes: (1) suitability of invesument type,
(2) preservation and safety of principal, (3) Liquidity, (4) marketability of each investmem, (5) diversification of the
portfolio, and (6) yield.

Under Texas law, City investments must be made “with judgment and care, under prevailing circumstances, that a
person of prudence, discretion and intelligence would exercise in the management of that person’s own affairs, not for
speculation, but for investment, considering the probable safety of capital and the probable income to be denved.” At
least quarterly, the investment officers of the City shall submit an investment report detailing: (1) the investment position
of the City, (2) that all investment officers jointly prepared and signed the report, (3) the beginning market value, any
additions and changes to market value and the ending value of each pooled fund group, (4) the book value and market
value of each separately listed asset at the beginning and end of the reporting period, (5) the matunty date of each
separately invested asser, (6} the account or fund or pooled fund group for which each individual investment was
acquired, and (7) the compliance of the investment portfolio as it relates 1o (a) adopted investment strategy statements
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and (b) State law. No person may invest City funds without express written authority of the Ciry Council or the Chief
Financial Officer.

Additional Provisions

Under Texas law, the City 15 additionally required to: (1) annually review its adopted policies and strategies; (2) require
any investment officers with personal business relationships or relatives wath firms seeking to sell securities to the City wo
disclose the relationship and file a statement with the Texas Ethics Commission and the City Council; (3) require the
registered representative of firms seeking to sell securities vo the City 1o (a) receive and review the City’s investment
policy, (b) acknowledge that reasonable controls and procedures have been implemented to preclude imprudent
investment activities, and (c} deliver a written statement attesting to these requirements; {4) perform an annual audit of
the management controls on investments and adherence to the City’s investment policy; and (5) provide specific
investment training for the Chief Financial Officer, Treasurer and Investment Officers.

Legal Opinions

In connection with the original issuance of the Series A Notes, the Gty has furnished a complete transcript of
proceedings incident to the authonzation and issuance of the Series A Notes, including the unqualified approving legal
opinions of the Attorney General of Texas approving the Series A Notes and to the effect that the Series A Notes are
valid and legally binding special obligations of the City, and based upon examination of such transcript of proceedings,
the approving legal opinion of Bond Counsel.

Financial Advisor

The PEFM Group (“PFM”), Austin, Texas, 1s Financial Advisor to the City in connection with the Series A Notes. PFM,
in its capacity as Financial Advisor, has not venfied and does not assume any responsibility for the information,

covenants and representations contaired in any of the bond documentatton with respect to the federal income tax status
of the Series A Notes.

Continuing Disclosure of Information

The Series A Notes are exempt from the continuing disclosure requirements of Rule 15¢2-12 although the City has made
an’ undertaking with respect to continuing disclosure with respect to the Series 2005 Bonds - CUSIP pre-fix numbers
(052398 DM3, 052398 DN1 and 052398 DP6. The City 1s in compliance with all of its undertakings for continuing
disclosure.

Forward-Looking Statements

The statements contained in this Remarketing Memorandum and in any other information provided by the City that are
not purely historical are forward-looking statements, including statements regarding the City’s expectations, hopes,
intentions, or strategtes regarding the future. Readers should not place undue reliance on forward-looking statements.
All forward-looking statements included in this Remarketing Memorandum are based on information available to the
City on the date hereof, and the City assumes no obligations to update any such forward-looking statements. It is
important to note that the Gity’s actual results could differ matenally from those in such forward-looking statements.

The forward-looking statements included herein are necessarily based on vartous assumptions and estimates and are
inherently subject to various nisks and uncertainties, including risks and uncertainties relating to the possible invalidity of
the underlying assumptions and estimates and possible changes or developments in social, economic, business, industry,
market, legal, and regulatory circumstances and conditions and actions taken or omitied to be taken by third parties,
including customers, suppliers, business partners, and competitors, and legislative, judicial, and other governmental
authorities and officials. Assumptions related to the foregoing involve judgments with respect to, among other things,
future economic, competitive, and market conditions and future business decisions, all of which are difficult or
impossible to predict accurately and many of which are beyond the control of the City. Any of such assumptions could
be inaccurate and, therefore, there can be no assurance that the forward-looking statements included in this Remarketing
Memorandum will prove to be accurate.
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Miscellaneous Information

The financial data and other information contained herein have been obtained from the City’s records, audited financial
statements and other sources which are believed to be reliable. There is no guarantee that any of the assumptions or
estimates contained herein will be realized. All of the summaries of the statutes, documents and ordinances contained in
this Remarketing Memorandum are made subject to all of the provisions of such statutes, documents and ordinances.
These summaries do not purport to be complete statements of such provisions and reference is made to such
documents for further information. Reference is made to original documents in all respects. This Remarketing
Memorandum, and the execution and delivery of this Remarketing Memorandum, were authorized by the City Council.

/s/

Mayor

City of Austin, Texas
ATTEST:
/s/
Ciry Clerk

City of Austin, Texas
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APPENDIX A
GENERAL INFORMATION REGARDING THE CITY
The following information has been presented for informational purposes only.
AUSTIN’S GOVERNMENT, ECONOMY AND OUTLOOK

General Information

The City of Austin, chartered in 1839, has a Counci-Manager form of government with a Mayor and six
Councilmembers. The Mayor and Councilmembers are elected at large for three-year staggered terms with a maximum
of two consecutive terms. The City Manager, appointed by the City Council, is responsible to them for the management
of all City employees and the administration of all City affairs.

Austin, the capital of Texas, 15 the fourth largest city in the State (behind Houston, Dallas, and San Antonio), with a
population of more than 732,000 in 2007. Over the past ten years, Austin’s population has increased by approximately
124,000 residents, or 14.7 percent. Geographically, Austin consists of approximately 297 square miles. For the fiscal year
ended September 30, 2007, the estimated median household income and per capita income for the Austin-Round Rock
Metropalitan Statistical Area (MSA) were $42,263 and $38,243, respectively.

Austin is frequently recognized as a great place 1o live for all ages, from young to retired: Forbes.com lists Austin as one
of the Best Places for Singles because of nightlife, culture and low cost of living, and AA RP The Magazine names Austin
as one of the top four cities to warch as a retirement communiry.

Austin is also a great place for work, entertainment and healthy living. Moody’s Economy.com rates Austin as one of
the best places for business in the US., and MaieMaker magazine names Austin as the Top City in America to live and
make movies. Austin offers a wide variety of entertainment, with music as a special element. Known as the “Live Music
Capital of the World,” Austin has more than 120 live music venues and is host to the annual South by Southwest and
Austin City Limits music festivals. Austin’s many public parks, exercise facilities and low stress factors lead Latins
Magazine to rank Austin tenth of the top 25 healthiest cities. MSN.com lists Austin among America’s Greenest Cities,
based on the City’s green energy program and climate protection plan.

The City also offers a broad range of educational opportunities. Austin 1s a highly educated city, with approximarely 43
percent of adults twenty-five years or older holding a bachelor’s or advanced degree, compared to 27 percent for the
U.S. as a whole. With its seven institutions of higher learning and more than 117,000 students, education is a 31gn1f1cant
aspect of life in the Austin area. The University of Texas at Austin (UT), the largest public university in the nation, is
known as a world-class center of education and research.

Recent Economic Performance

Austin’s economic growth continued during 2007, with increased tourism and low unemployment rates. Hotel
occupancy rates averaged over 69%, resulting in increased bed tax revenues of approximately 15% from the previous
year. Forbes magazine credits a strong economy to the combination of high-tech employers and engineering talent
provided by the University of Texas. Since 1998, employment in Austin increased by more than 151,000 jobs. 'The
Bureau of Labor Statistics reports the 2007 Austin MSA employment base at 826,000, a gain of more than 10,000 over
2006. Unemployment continued to remain low, up slightly from 3.3 percent in 2006 1o 3.6 percent at the end of 2007.

The State of Texas reported that the state economy grew more slowly in 2007 than during 2006, but still added more
jobs than any other state. For the first time since 2001, the Texas unemployment rate dropped below the national
average during 2007. According to the Bureau of Labor statistics, Texas ended the year with an unemployment rate of
4.2 percent. The State Comptroller attnibutes the comparatively better performance of the Texas economy to the US.
economy 1o a greater concentration of the strong oil and gas industry and a housing market that has dropped less
abruptly than the natonal average.

The national economy continued to cool during 2007, hampered by subprime mortgage losses, drops in housing sales
and construction, and higher fuel costs, The Bureau of Labor Statistics reports the unemployment rate fluctuated
between 4.4 and 4.8 percent most of the year, and ended the year at 5 percent. Inflation increases during 2007 were
similar at the State and national levels. The Texas Comptroller’s Fisaa Notes reported the Texas Consumer Price Index



(CPI-U} increased four percent from December 2006 to 2007, with a corresponding increase at the national level of 4.1
percent in December. The Bureau of Labor Statistics cited rising fuel, food and medical care costs as the pnmary
sources of the increases at the national level.

Home sales are an important indicator of the local and national economy. In the Austin market, annual home sales
declined, but remained stronger than the national average. Data compiled by the Real Estate Research Cenrer at Texas
A8M shows the percent change in Austin sales declined by 7.6 percent, with an ending inventory of 4.2 months. Texas
sales show similar decreases, with annual home sales declining 6.1 percent, and an ending inventory of 5.7 months. The
total nationwide housing inventory at the end of the year was more than a nine month supply, compared 1o about half
that amount in Austin,

Economic Outook

For several years, the Austin-area economy has been one of the most rapidly growing in the nation. One of the region’s
leading economists, Angelos Angelou, forecasts modest job growth for Austin in 2008, with growth in services, trade
and government. The area’s population is expected to grow by 85,000 over the next two years. The national real estate
crunch 1s likely to have the most significant impact on the local economy. The local building industry has reacted to
national concerns, and cut back on housing starts. This cut back, combined. with expected growth, should result in a
strong demand for rental property.

Sauthuest Eaomomy, published by the Federal Reserve Bank of Dallas, expects the Texas economy to encounter lower
economic growth in 2008, but still perform better than the nation. Texas should experience modest job growth.
Businesses will continue to be attracted to Texas due to a relatively low cost of living. To its advantage, Texas is one of
the few states that gains from high energy prices.

Long-term Financial Planning

A key City financial policy requires annual preparation of a five-year financial forecast projecting revenues and
expenditures for all operating funds. This forecast is used as a planning tool in developing the following year’s operating
budget. In recent years, the Ciry emphasized structural budgeting, which simply means not spending any more in a given
year than collected in revenue. Standard and Poor’s recognized Austin’s sound financtal management when the rating
agency upgraded the City’s general obligation bond rating to AAA status in January 2008.

The FY 2007-2008 Budget idenufied the most significant cost driver facing the General Fund as public safety staffing
policies - maintaining 2.0 police officers per 1,000 population and enhanced task force staffing in the Austin Fire
Department, as well as public safety labor contracts. Other cost factors are increased operations and maintenance costs
for new or expanded facilities, additional street maintenance and rising personnel costs. The FY 2007-2008 budget
authorized almost $23 million of the budget stabilization reserves to address costs due 10 growth trends, new investment
in core services, replacement of critical equipment and other one-uime needs. The Approved Budget projects budger
reserves of $70 million at the end of 2008.

Austn includes several enterprise activives. A key enterprise is Austin Energy, which is the ninth largest US. public
power utility in customers served, according to the latest available data from the American Public Power Association.
The wtility has over $1.1 billion in annual revenues, nearly 389,000 retail metered customers and almost 11,000 miles of
overhead and underground distribution lines. The unlity has a well rounded generation portfolio with adequate capacity
1o meet native load. 'The budget includes funding for 100 megawatts of additional peaking generation capacity at Sand
Hill which is expected to be online in 2009.

The City emerprise activities also include the Austin Water Uhility, which provides water and wastewater services. The
FY 2007-2008 operating expense budget of $394.7 million provides for increased funding for water conservation,
environmental protection, and repair contracts to improve response times for leaks and breaks. The five-year forecast
projects an average growth in base revenue of two percent annually. The Utility projects debt service to increase over
the next five years to fund capital improvements estimated at $1.3 billion.

Other enterprise funds and their FY 2007-2008 expense budgets include Aviation ($75.6 million), Convention Center
{$54.9 million) and Solid Waste Services ($57.8 million).



Major Inttiatives
The City of Austin’s vision of being the most livable city in the country means that Austin is a place where all residents
participate in its opportunities, its vibrancy and its richness of culture and diversity.

Austin’s City Council began defining its policy priorities in the early 1990s. In April 2007, the City Council adopred four
priorities:

— Rich social and cultural community

— Healthy, safe city

—  Vibrant urban fabric

— Sustainable economic development and financial health

These Council priorities serve as an organizing framework for how the City does business, providing the continuity and
direction needed to develop business plans that build upon each other, year after year, o help achieve longer-ranging
goals. The current staws of a few key initiatives are described below:

Waller Creek Tunnel Project. This project is a stormwater bypass tunnel that will include the stretch of Waller Creek
from Waterloo Park to Lady Bird Lake. The project will take more than one million square feet of prime downtown
land out of the floodplain and allow denser development. In March 2007, the Travis County Commussioners Court
voted 1o join the City of Austin in the creation of a Tax Increment Financing District to fund the construction of the
wunnel. The project has received the endorsement of the community, as well as key stakeholder groups. Esumated
project cost at June 2007 was $127,547,000 plus operations and maintenance costs. The four-year construction process
is expected 10 begin in August 2010.

Zero Waste Master Plan. In January 2006, the City Council adopted guiding principles for the delivery of solid waste
services. The Solid Waste Services Depariment, working with the Solid Waste Advisory Commission and other area
solid waste representatives, is charged with developing a 50-year waste management plan to address landfill avatlability
and waste reduction issues. 1n November 2007, the City Council approved a consultant contract to develop a zero waste
plan for the City of Austin and surrounding regions, including Travis, Williamson, Bastrop, Caldwell, Hays, Blanco and
Burnet counties. The consultant will take into consideration current and planned public and private solid waste
infrastructure, as well as the City of Austins Climate Protection Program. Recommendations developed through this
process will be integral to achieve the UN. Urban Environmental Accord’s goal to reduce by 20% the per capita solid
waste disposal to landfills by 2012 and zero waste by 2040,

Redevelopment of Green Water Treatment Plant. The Thomas C. Green Water Treatment Plant, the City’s oldest water
reatment plant, is reaching the end of its useful life. Located on the west edge of Downtown, a former warehouse and
industrial district, it is now surrounded by a rapidly developing mixed-use urban neighborhood. The site’s location
between the City Hall / Second Street Retail District and the Seaholm Redevelopment makes it a strategic opportunity in
the City’s Downtown Redevelopment imitiatives.

Austin Climate Protection Plan, Austin City Council passed the Austin Climate Protection Plan in February 2007. The

plan directs staff to take the following actions to make Austin a carbon neutral community by the year 2020:

—  City of Austin facilities, fleets and operations will be carbon-neutral by 2020.

— Implement the most aggressive utility greenhouse gas reduction plan in the nation through dramatic increases in
conservation, efficiency and renewable programs. Require carbon neutrality on any new generation. Establish a CO?
cap and a reduction plan for all utility emissions.

—  Austin building codes for both residential and commercial properties will be the most energy effictent in the nation.

~ Develop a comprehensive plan to reduce greenhouse gas emissions from sources community-wide.

— Provide mechanisms for all businesses and individuals to reduce their carbon footprint to zero.

Status as of June 2007, includes the following;

— Austin Energy to provide renewable energy for all city facilities by 2009.

- Austin Energy’s baseline greenhouse gas inventory is complete and certified by California Climate Action Registry;
Austin Water Utility is working on a similar baseline inventory.

— 'The City’s Fleet Services Department is developing a baseline inventory of all city vehicles and continues to purchase
altemative fueled or hybrid vehicles.



Affordable Housing. The City manages housing gap financing programs and direct housing services programs under the
framework of the Housing Continuum and SM.AR.T Housing™. The City Council has also taken action to enable the
creation of new and additional 1ools to achieve deeper affordable housing levels with the following major wnitiauves:

— Affordable Housing Incentives Task Force. The City Council appointed this task force to explore ways to provide
incentives for the construction of affordable housing in Austin. In May 2007, the task force reported to the Council,
followed by staff recommendations. These include key core values of deeper affordability rargets, long-term
affordability, and geographic dispersion, as well as zoning incentives. Categories include the Central Business
District, Downtown Mixed Use, Mult-Family, and Single Famly.

—  General Obligation Bonds. In November 2006, citizens of Austin approved the use of $55 million of general
obligation bonds to increase homeownership and rental opportunities for low-to-moderate income households. The
City Council approved a process for allocating housing bond funds and three categories by which bond funds can be
accessed, within prescribed limits. In April 2007, the City Council approved the Stoneridge redevelopment project,
the first project for the housing bonds.

—  Orther City Council Affordable Housing Inittatives include Vertical Mixed Use Developmemts, Affordable Housing
Partnership Agreements (Green Water Treatment Redevelopment), Transit Onented Developments, and Downtown
Affordable Housing.

OTHER

Financial Policies

To help ensure that the City’s financial resources are managed in a prudent manner, the City has adopted a
comprehensive set of Financial Policies. These policies are reviewed as part of the annual budget process and are
published in the Approved Budget.

Internal Controls

City management is responsible for establishing, implementing, and maintaining a framework of internal conirols
designed 1o ensure that City assets are protected from loss, theft, or misuse and to ensure that adequate accounting data
15 compiled to allow for the preparation of financial statements in conformity with Generally Accepted Accounting
Principles (GAAP). The system of internal control is designed to provide reasonable, but not absolute, assurance that
these objectives are met. The concept of reasonable assurance recognizes that the cost of control should not exceed the
benefits hikely to be dertved, and the evaluation of costs and benefits requires estimates and judgments by management.

Budgetary Control

The annual operating budget is proposed by the City Manager and enacted by the City Council after public discussion.
Annual updates to the Capital Improvements Program budgets follow a similar process. Primary responsibility for fiscal
analysis of budget to actual expense or revenue and overall program fiscal standing rests with the department operating
the program. As demonstrated by the statements and schedules included in the Ciry’s 2007 CAFR, the City continues to
meet its responsibility for sound financial management.

Cash Management

The City’s investment policy is to minimize credit and market nsk while maintaining a competitive portfolio yield. Cash
balances of all City funds are invested in consideration of five factors: safety, term, hiquidity, market exposure, and rate
of return. Cash balances of most funds, except for debt service and other legally restricted funds, are pooled for
investment purposes. The City’s investments are made in accordance with the Texas Public Funds Investment Act and
the City of Austin Investment Policy. During 2007, the City’s cash resources were invested in local government
investment poels and U.S. Treasury and Agency issues.

Risk Management

The City maintains imernal service funds to account for its risk of loss associated with torts and employee and workers’
compensation benefits. In addition, the City continues to be self-insured for liabilities for most health benefits, third-
party claims, and workers’ compensation.

Penstons
The City participates in three contributory, defined benefit retirement plans for City employees. The plans are
authorized by State Legislation, which governs the benefit and comribution provisions.
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Average Annual Unemployment Rate
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1999 2000

AVERAGE ANNUAL UNEMPLOYMENT RATE

—

2001 2002

Source: Texas Workforce Commission

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008 December

i

Note:  Information is updated periodically, data contained herein is latest provided.
Source: Texas Labor Market Review, January 2009, Texas Workforce Commission.

City Sales Tax Collections (In Millions)

Pegod  Amount —  Penod — Amount

1-1-05
2-1-05
3-1-05
4-1-05
5-1-C5
6-1-05
7-1-05
8-1-05
9-1-05
10-1-05
11-1-05
12-1-05

$ 9.076
13.171
9.049
8.660
11.795
9718
8.936
12.004
2.938
10.182
11.735
10.532

1-1-06
2-1-06
3-1-06
4-1-06
5-1-06
6-1-06
7-1-06
8-1-06
9-1-06
1C-1-06
11-1-06
12-1-06

$10.334
14.818
10.051
9.930
12.950
10.725
11.981
11.880
11.152
11.535
13.401
11.525

Source: City of Austin, Budgert Office.

| —e— Texas X
| —a— USA !
2003 2004 2005 2006 2007 2008
Dec
Austin MSA  Texas s,
2.8% 5.0% 4.4%
2.3% 4.7% 4.1%
3.0% 4.2% 3.8%
4.9% 5.3% 4.7%
5.7% 6.2% 5.4%
5.9% 6.6% 5.8%
4.8% 5.8% 5.1%
4.3% 5.3% 4 8%
3.2% 4.1% 4.3%
3.6% 4.3% 4.83%
5.2% 5.7% 7.1%

Penod Amount Period Amount Penod
1-1-07 $11.422 1-1-08 $11.639 1-1-09
2-1-07 16,371 2-1-08 16.569
3-1-07 11.080 3-1-08 12.109
4-1-07 11414 4-1-08 11.355
5-1-07 14,611 5-1-08 13.882
6-1-07 11,748 6-1-08 12.185
7-1-07 12,011 7-1-C8 12,129
8-1-07 14.101 8-1-08 14.486
9-1-07 11.883 | 9-1-08 12.349

10-1-07 12.257 10-1-08 11.781

11-1-07 14.774 11-1-08 13.595

12-1-07 12.365 12-1-08 12.190

T A e racn
; ~=@— Austin MSA

Amount
$10.864



Ten Largest Employers (As of September 30, 2007)

Employer

State Government ‘

The University of Texas at Austin
Dell Computer Corporation

City of Austin

Austin Independent School District
Federal Government

HEB

Seton Healthcare Network
Wal-Mart

IBM Corporation

Product or Service
State Government
Educartion
Computers

City Government
Education

Federal Government
Retail

Healthcare

Retail

Computers

Source: 2007 Comprehensive Annual Financial Report.

Transportation

Employees
37,349
23,294
17,000
11,795
11,423
10,700

7,095
6,743
6,500
6,300
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Austin-Bergstrom International Airport

Prior to May 23, 1999 all passenger activity was out of Robert Mueller Municipal Airport.

The City of Austin’s Austin-Bergstrom International Airport, which opened for passenger service on May 23, 1999, is

served by 11 m:?]or airlines with scheduled air service:

Northwest, Sout

including 39 in the U.S. and 3 international destinations.

Air Canada, American, Continental, Delta, Frontier, JetBlue,
west, United, US Airways and vivaAerobus. Non-stop service is available w0 42 U.S. desunations

Rail facilittes are furnished by Union Pacific and Longhorn Railway Company. Amtrak brought passenger trains back to
the ity in January 1973, as one of the infrequent stops on the Mexico City-Kansas City route. Bus service is provided
by Greyhound and Kerrville Bus-Coach USA.

On January 19, 1985, the citizens of Austin and several surrounding areas approved the creation of a metropolitan transit
authority (“Capital Metro”) and adopted an additional one percent sales tax to finance a transit system for the area which
was later reduced to three quarters of a percent, effecuve April 1, 1989. On June 12, 1995, the Capital Metro board
approved a one quarter percent increase in the sales tax thus returning to one percert effective October 1, 1995.




Wealth Indicators

The Austin-Round Rock MSA has experienced growth not only in population, but also in median household income and
per capita personal income, while maintaining a low unemployment rate.

City of Austin  Incorporation

Year Populauon (1)
1998 608,214
1999 619,038
2000 628,667
2001 661,639
2002 671,044
2003 674,719
2004 683,551
2005 695,881
2006 714237
2007 732,381
1998-2007
Change 16.95%

Area of

(Sq. Miles) (1)
254
252
265
266
273
276
291
294
296
297

14.71%

(1) Source: City Demographer, City of Austin, Neighborhood Planning and Zoning Department based on full

purpose area as of September 3C.
(2) Source: Bureau of Economic Analysis.

(3) Source: Bureau of Labor Statistics, Texas A8M University as of September 30.

Population
MSA (2))
1,155,579
1,205,898
1,249,763
1,319,797
1,341,464
1,376,008
1,411,483
1,454,706
1,513,565
1,567,317 (5)

26.27%

(4) Source: Claritas, a Nielsen Company.

(5) Data not available for 2007. Figures are estimated.

Growth Indicators

(Thousands of Dolfars) (2)

Income (MSA)

33,116,579
37,408,615
41,157,290
42,489,015
41,908,425
43,104,097
46,191,915
50,101,884
54,954,527
59,938,903 (5)

44.75%

Median Capita
Household Personnel .
Income Income
MSA(4) MSA(2)

33,690 28,658
36,532 31,021
36,321 32,548
39,811 32,213
47,089 31,128
41,909 31,325
39,227 32,726
40,335 34,441
40,888 36,308
42263 38,243 (5)
20.28% 25.06%

Unemployment
Rate (MSA) (3)
29
23
KR¢
49
58
6.0
4.8
44
39
37

Austin has experienced considerable growth as evidenced by the following utility connection and building permit

statistics.
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Connections and Permits

Uulity Connections Building Permits

Year  Elecunc Warer Gas Taxable Federal, State and Munjcipal Total

1991 281,926 142,721 131,713 $ 327,777,503 $33,619,419 $ 361,396,922
1992 286413 141210 139,529 435,053,697 5,162,800 440,216,497
1993 291,896 146,396 143,088 607,717,144 70,976,449 678,693,593
1994 298,662 148,148 142,373 840,043,119 19,643,501 859,686,620
1995 306,670 149,867 147,023 870,446,315 11,087,831 881,534,146
1996 319,518 151,757 148,124 1,246,232,619 89,945,847 1,336,178,466
1997 326,816 156,397 156,752 1,023,114,762 2,574,539 1,025,689,301
1998 342,263 168,907 165,274 1,434,660,615 46,722 845 1,481,383,460
1999 348,721 173,038 173,150 1,501,435,229 54,399,189 1,555,834,418
2000 344,134 176,096 172,063 1,797,039,075 34,334,286 1,831,373,361
2001 349,671 178,608 172,177 1,625,508,854 71,189,116 1,696,697.,970
2002 359358 182977 193278 1,261.868,130 38727017 1,300,595,147
2003 363,377 184,659 199,042 1,189,489,091 17,084,652 1,206,573,743
2004 369,458 188,441 203,966 1,280,385,298 20,533,975 1,300,919,273
2005 372,735 192,511 207,686 1,405,871,887 40,484,950 1,446,356,837
2006 380,696 197,511 213,009 2,353,171,746 16,526,040 2,369,697,786

Source: 2006 Comprehensive Annual Financial Report.
Housing Units

The average two-bedroom apartment in the Austin MSA was $821 per month, with an occupancy rate of 91.4% for the
third quarter 2008,

Residential Sales Data

Year Number of Sales  Total Volume — Average Price
1997 12,439 1,762,198,574 141,667
1998 15,583 2,334,200,698 149,791
1999 18,135 2,963,915,274 163,436
2000 ) 18,621 3,561,039,519 191,238
2001 18,392 3,556,546,121 193,375
2002 18,716 3,695,947 381 197,475
2003 19,793 3,899,018,519 196,990
2004 22,567 4,487,464,528 198,851
2005 26,9C5 5,660,934,916 210,405
2006 30,278 6,960,536,304 229,888
2007 28,047 6,910,684,916 246,397
2008 December 22,404 5,462,449,617 243816

Note: Information is updated periodically, data contained herein is latest provided.
Source: Real Estate Center ar Texas A8M University.
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City- Wide Austin Office Occupancy Rate

Year

1999 92.8%
2000 96.0%
2001 81.2%
2002 77.1%
2003 76.5%
2004 76.7%
2005 83.1%
2006 87.5%
2007 85.6%
2008 20 Quarter 84.3%

Source: Capitol Market Research
Education

The Austin Independent Schoot District had an enrollment of 82,541 for the 2008 school year. This reflects an increase
of 3.0% in enrollment from the end of the 2007 school year. The District includes 113 campus buildings.

School Year  Average Daily Membership ~ Average Daily Attendance
1997/98 75,693 71,241
1998/99 75,915 71,491
1999/00 76,268 71,583
2000/01 76,447 71,518
2001/02 76,347 71,638
2002/03 77,009 72,494
2003/04 77,313 73,085
2004/05 77,937 73,572
2005/06 79,500 74,860
2006/07 82,145 76,821
2007/08 81,332 76,096
2008/09 82,547 78,584

Source: Austin Independent School District. (Data for the third six weeks, as of 12-19-08.)

The following institutions of higher education are located in the City: The University of Texas, St. Edward’s University,
Huston-Tillotson College, Concordia Lutheran College, Austin Presbyterian Theological Seminary, Episcopal
Theological Seminary of the Southwest and Austin Community College.

The University of Texas at Austin had total enrollment of 49,984 for the fall semester of 2008 and is a major research
university with many nationally ranked academic programs at the graduate level. It 1s also known for its library
collections and research resources. The present sne has expanded more than 300 acres since classes began on the
onginal 40 acres near downtown Austin.  Additionally, University-owned property locaied in other areas of Austin
includes the Pickle Research Center and the Brackenridge Tract, partially used for married student housing. The
McDonald Observatory on Mount Locke in West Texas, the Marine Science Institute at Port Aransas and the Institute
for Geophysics (Galveston) on the Gulf Coast operate as specialized research units of The University of Texas at Austin,

Tourism
The impact of tounsm on the Austin economy is significant. Total travel expenditures in the Austin-Round Rock MSA
were $4.143 billion in 2006. There are more than 269 hotels available within the Austin Metropolitan Area, as of the

second quarter of 2008, with a hotel occupancy rate of 69 percent:

Existing City convention and meeting facilities include a Convention Center, which is supported by hotel/motel
occupancy tax collections and revenues of the facility and the new Lester E. Palmer Events Center with 70,000 square
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feet of exhibit space. Other facilities in Austin include the Frank Erwin Center, a 17,000-seat arena at The University of
Texas, the Texas Exposition and Heritage Center, the Austin Music Hall, and The Long Center for Performing Arts.
The Texas Exposition and Heritage Center offers 6,000 seat arena seating and 20,000 square feet of banquet/exhibit hall
facilities. 'The Austin Music Hall has a concert seating capacity of 3,000 and 32,000 square feet of exhibit space. The
Long Center for the Performing Arts, a $77 million venue, opened in March 2008. The Center contains two- theaters;
the 2,300-seat Michael and Susan Dell Hall and the flexible 240-seat Debra and Kevin Rollins Studio Theater. The new
venue belongs to the City, while a private nonprofit operates the building.

[ The remuinder of this page is intertionally idft Hark.]
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APPENDIX B

EXCERPTS FROM THE ANNUAL FINANCIAL REPORT



APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE

The following constitutes a summary of certain portions of the Ordinance. This summary should be qualified
by reference 10 other provisions of the Ordinance referred 1o elsewhere in this Remarketing Memorandum, and all
references and summaries pertaining to the Ordinance in this Remarketing Memorandum are, separately and in whole,
qualified by reference to the exact terms of the Ordinance, a copy of which may be obtained from the Ciry.

Selected Definitions

“Addiional Revenue Bonds” shall mean the additional panty revenue bonds permitted 10 be issued by the Ciry
pursuant to the Ordinarnce.

“Administrative Expenses” shall mean the {ees, expenses and indemmnification liabilities payable to the Persons
to whom fees and expenses incurred in connection with the Revenue Series A Notes and Credit Agreement Obligations
ncurred in connection therewith, including but not limited to the fees and expenses of the Paying Agent/Registrars, the
Credit Providers, the rebate analysts, the remarketing agents, the tender agents, the auction agents and the broker-
dealers, and of which the City is given actual notice at least thirty (30) days prior to the due date thereof.

“ Administrative Expense Fund” shall mean the fund by that name established in the Ordinance.

“Airport” shall mean the air camier airport developed, constructed and operated by the City pursuant to the
city-wide election held within the City on May 1, 1993, and designated as the Austin-Bergstrom International Airport
(ABIA).

“Aurport Consultant” shall mean a nationally recognized independent firm, person or corporation having a
widely known and favorable reputation for special skill, knowledge and experience in methods of development,
operation and financing of airports of approximately the same size as the properties constituting the Airport System.

“Alrport System” shall mean all airport, heliport and aviation facilities, or any interest therein, now or from
time to time hereafter owned, operated or controlled in whole or in part by the Ciry, mcludmg the Airport, together with
all properties, facilities and services thereof, and all additions, extensions, replacements and improvements thereto, and
all services provided or 10 be provided by the City in connection therewith, but expressly excluding (1} any heliport or
heliports operated by City Deparunents other than the Aviation Department and (i) the Mueller Airport Property.

“Authorized Officer” shali mean the City Manager of the City or, 1o the extent so designated by the City
Manager, any Assistant City Manager of the City or the Chief Financial Officer of the City.

“ Aviation Director” shall mean the Executive Director of the City’s Department of Aviation, or any successor
or person acting in such capacity.

“Bond Insurance Policy” shall mean the municipal bond insurance policy issued by the Bond Insurer insuring
the payment, when due, of the principal of and interest on the Series A Notes.

“Bond Insurer” shall mean Financial Security Assurance, Inc., a New York stock insurance company, or any
successor thereto or assignee thereof.

“Series A Notes” shall mean the City of Austin, Texas, Airport System Vanable Rate Revenue Bonds, Series A
authorized by the Ordinance.

“Capital Fund” shall mean the fund so designated in the Ordinance.

“Code” shall mean the Internal Revenue Code of 1986, as amended.



“Completion Sertes A Notes™ shall mean each series of Revenue Bonds permitted to be issued as completion
bonds by the City pursuant 1o Section 6.02 of the Ordinance.

“Construction Fund” shall mean the fund so designated in the Ordinance.

“Credit Agreement” shall mean (1) any agreement of the City entered into in connection with and for the
purpose of {A) enhancing or supporting the creditworthiness of a series of Revenue Bonds or (B) providing Liquidity
with respect to Revenue Bonds which by their terms are subject to wender for purchase, and which, by its terms, creates a
liability or: the part of the City on a parity with the Revenue Bonds to which it relates, and (i) a Swap Agreement. A
determination by the City that an agreement constitutes a Credit Agreement under this definition shall be conclusive as
against all Owners. As defined in the Note Ordinance, a “Credit Agreement,” “Alernate Credit Facility,” “Liquidity
Faciliy” and “Alternate Liquidity Facility” executed in connection with the Series A Notes shall each constitute a Credit
Agreement under the Ordinance.

“Credit Agreement Obligations” shall mean any amounts payable by the City under and pursuant 1o a Crednt
Agreement other than amounts payable as an Administrative Expense. Credit Agreement Obligations shall include
“Reimbursement Obligations” incurred pursuant to the Note Ordinance.

“Credit Provider” shall mean the issuer or provider of a Credit Agreement.
“Debt Service Fund” shall mean the fund so designated in the Ordinance.

“Debr Service Requirements”, (1} with respect to Prior Lien Bonds, shall have the meaning assigned thereto in
the Pror Lien Ordinances, and (i) with respect 1o Revenue Bonds, shall mean, for any particular period of time, an
amount equal to the sum of the following for such period with respect 10 alt or any portion of Revenue Bonds or Credit
Agreement Obligations, as applicable, then Cutstanding:

A. That portion of interest which would accrue with respect 10 Revenue Bonds during such period if
interest were deemed 1o accrue only during the 6 month period prior to its payment (12 month period in the case
of capital appreciation or compound interest bonds}, plus

B. That portion of the principal amount of such Revenue Bonds which would accrue during such period
if principal was deemed to accrue only during the 12 month period prior to its scheduled payment date (either at
maturity or by reason of scheduled mandatory redemptions, but afier taking into account all prior optional and
mandatory Revenue Bond redemprions);

less and except any such interest or principal for the payment of which provision has been made by (1) appropriating for
such purpose amoums sufficient to provide for the full and timely payment of such interest or principal either from
proceeds of bonds, from interest earned or to be earned thereon, from Airport System funds other than Net Revenues,
or from any combination of such sources and (&} depositing such amounts (except in the case of interest to be earned,
which shall be deposited as received} into a dedicated fund or account, the proceeds of which are required to be
transferred as needed into the Debt Service Fund or directly o the paying agent for the Revenue Bonds.

For purposes of calculation of Debt Service Requirements, in making éstimates as to interest accrued or to accrue on
Variable Rate Bonds, the actual interest rate shall be used to the extent known or ascertainable and to the extent
unknown and not ascertainable, the Maximum Interest Rate shall be used; provided, however, that to the extent Variable
Rate Bonds are subject to a Swap Agreement, the fixed rate that is effective with respect to such Variable Rate Bonds
pursuant to such Swap Agreement shall be used.

“Debt Service Reserve Fund” shall mean the fund so designared in the Ordinance.

“Debt Service Reserve Fund Requirement” shall mean the amount required to be maintained in the Debt
Service Reserve Fund. Such amount shall be computed and recomputed annually as a part of the City’s budget process
and upon the issuance of each series of Revenue Bonds to be the arithmetic average of the Debt Service Requirements
scheduled to occur in the then current and each future Fiscal Year for all Revenue Bonds then Quistanding including the
series of Revenue Bonds then being issued. In no event, however, will the amount deposited in the Debt Service



Reserve Fund that is allocable 1o the Revenue Bonds or Additional Revenue Bonds, in accordance with section 1.148-6
of the regulations promulgated under the Code, exceed the least of (a) 10% of the stated principal amount of each 1ssue
of which such Revenue Bonds or Additional Revenue Bonds are a part, (b) the maximum annual principal and inerest
requirements of such issue or (c) 125% of the average annual principal and interest requirements of such issue, unless
there 1s received an opinion of nationally recognized bond counsel to the effect that such additional amount will not
cause the Revenue Bonds and any Additional Revenue Bonds to be “arbitrage bonds” within the meaning of section 148
of the Code and the regulations promulgated from time to ume thereunder.

“Debt Service Reserve Fund Surety Bond™ shall mean any surety bond or insurance policy having a rating in
the highest respective rating categories by Moody’s and Standard & Poor’s issued to the City for the benefit of the
Ovwmers of the Revenue Bonds to satisfy any part of the Debt Service Reserve Fund Requirement as provided in the
Ordinance.

“Federal Payments” shall mean those funds received by the Airport System from the federal government or
any agency thereof as payments for the use of any facilities or services of the Airport System.

“Fiscal Year” shall mean the City’s fiscal year as from time to time designated by the City, which 1s currently
QOctober 1 to September 30,

“General Obligation Airport Bonds” shall mean those bonds or other obligations of the City secured by a levy
of ad valorem taxes from time to time issued or w0 be issued by the City for Airport System purposes.

“Gross Revenues” shall mean all income and revenues denved directly or indirectly by the City from the
operation and use of and otherwise pertaining 10 the Airport System, or any part thereof, whether resulting from
extensions, enlargements, repairs, betterments or other improvements to the Airport System, or otherwise, and includes,
except to the extent hereinafter expressly excluded, all revenues received by the City from the Airport System, including,
without limitation, all rentals, rates, fees and other charges for the use of the Airport System, or for any service rendered
by the City in the operation thereof, interest and other income realized from the investment or deposit of amounts
required to be transferred or credited to the Revenue Fund. Gross Revenues expressly exclude:

(@) proceeds of any Prior Lien Bonds, Revenue Bonds and Subordinate Obligations;

b interest or other investment income derived from Pror Lien Bonds, Revenue Bonds and Subordinate
Obligation proceeds and Subordinate Obligations deposited 10 the credit of a construction fund, and
all other interest or investment income not required to be transferred or credited to the Revenue
Fund;

© any monies received as grants, appropriations, or gifts, the use of which is limited by the grantor or
donor to the construction or acquisition of Airport System facilities, except to the extent any such
monies shall be received as payments for the use of the Airport System facilities;

{d) anty revenues derived from any Special Facilities which are pledged to the payment of Special Facilities
Bonds;

(e) insurance proceeds other than loss of use or business interruption msurance proceeds;

) the proceeds of the passenger facility charge curremtly imposed by the City and a.ny other per-
passenger charge as may be hereafier lawfully authorized;

® sales and other taxes collected by the Airport System on behalf of the State of Texas and any other

Taxing entities;

s)] Federal Payments received by the Airport System unless the City first receives an opinion from
nationally recognized bond counse! to the effect that such payments, if included in Gross Revenues,
would not cause the interest on the Series A Notes to be includable within the gross income of the
Ovwmers thereof for federal income tax purposes;



] the proceeds received by the City from the sale or other disposmion of Airport System property,
except amounts representing interest or finance charges in a deferred sale or other similar method of
conveyance where a portion of the sale price is payable on a deferred basis, in which case any interest
or finance charges shall be considered Gross Revenues; and

)] Other Available Funds transferred to the Revenue Fund as provided in the Ordinance.

“Minimum Capital Reserve” shall mean an amount, designated by the Aviation Director not less frequeritly
than annually at the end of each Fiscal Year, but in any event not more than $100,000 each Fiscal Year, necessary to
accumulare or 1o reaccumtilate in the Capital Fund a reserve in an amount not Jess than $1,000,000.

“Moody’s” shall mean Moody’s Investors Service, Inc., its successors and assigns, and if such corporation shall
for any reason no longer perform the functions of a securities rating agency, “Moody’s” shall be deemed to refer 1o any
other nationally recognized securities rating agency designated by the Ciy.

“Mucller Airport Property” shall mean the property and facilities that comprised the former Robert Mueller
Municipal Airport, located within the City. The Mueller Airport Property is not part of the Airport System.

“Net Revenues” shall mean that portion of the Gross Revenues remaming after the deduction of the Operation
and Maintenance Expenses of the Airport System.

“Note Ordinance” shall mean the ordinance of the City adopted by the City Council on February 5, 1998,
authorizing the issuance of the Series A Notes. .

“Series A Notes” shall mean the City’s Airport System Variable Rate Revenue Notes, Series A, issued pursuant
to the Note Ordinance.

“Operation and Maintenance Expenses” shall mean all reasonable and necessary current expenses of the Ciry,
paid or accrued, of operating, maintaining and repairing the Airport System, including, without lLimitation, those
reasonably allocated Gity overhead expenses relating to the administration, operation and maintenance of the Airport
System; insurance and fidelity bond premiums; payments to pension and other funds and to any self-insurance fund; any
general and excise taxes or other governmental charges imposed by entities other than the City; any required rebate of
any portion of interest income to the federal government which is payable from Gross Revenues or the Revenue Fund;
costs of contractual and professional services, labor, materials and supplies for current operations, including the costs of
such direct City services rendered to the Airport System as are requested from the City by the Airport System and as are
reasonably necessary for the operation of the Airport System; costs of issuance of Prior Lien Bonds, Revenue Bonds
and Subordinate Obligations for the Airport System {except to the extent paid from the proceeds thereof); fiduciary
costs; costs of collecting and refunding Gross Revenues; utility costs; any lawful refunds of any Gross Revenues; and all
other administrative, general and commercial expenses, but excluding:

(a) any allowance for depreciation;

( costs of capital improvements;

(©) reserves for major capital improvements, Airport System operations, maintenance or repair;

(d) any allowance for redemption of, or payment of interest or premium on, Prior Lien Bonds, Revenue

Bonds and Subordinate Obligations;
(e) any liabilities incurred in acquiring or improving properties of the Airport System;
63 expenses of lessees under Special Facilities Leases and operation and maintenance expenses pertaining

to Special Facilities to the extent they are required to be paid by such lessees pursuant to the terms of
the Special Facilities Leases;



(8) any charges or obhgatlons incurred in connection with any lawful Airport System purpose, including
the lease, acquisition, operation or maintenance of any facility or property benefiting the Airport
System, provided that the payment of such charges or obhgauons is expressly agreed by the payee 1o
be payable solely from proceeds of the Capital Fund;

(h) liabilities based upon the City’s negligence or other ground not based on contract; and

(i) so long as Federal Payments are excluded from Gross Revenues, an amount of expenses that would
otherwise constitute Operation and Maintenance Expenses for such period equal to the Federal
Payments for such period.

“Operation and Maintenance Reserve Fund” shall mean the fund so designated and created within the Revenue
Fund in the Ordinance.

“Other Available Funds” shall mean any amount of unencumbered funds accumulated in the Capital Fund in
excess of the Minimum Capital Reserve which, prior to the beginmng of any Fiscal Year, are designated by the City as
Other Available Funds and transferred at the beginning of such Fiscal Year to the Revenue Fund, but in no event may
such amount exceed twenty-five percent (25%) of the Debt Service Requirements for the Prior Lien Bonds for such
Fiscal Year for purposes of Sections 5.03 (Rate Covenant) and 6.01 (Additional Prior Lien Bonds) of the Ordinance.

“Outstanding” when used with reference to any Prior Lien Bonds, Revenue Bonds and Subordinate
Obligations shall mean, as of a particular date, all those Prior Lien Bonds, Revenue Bonds and Subordinate Obligations
theretofore and thereupon delivered except: () any such obligation paid, discharged or cancelled by or on behalf of the
City at or before said date; (b) any such obligation defeased pursuant to the defeasance provisions of the ordinance
authorizing its issuance, or otherwise defeased as permitted by applicable law; and (¢} any such obligation in lieu of or in
substitution for which another obligation shall have been delivered pursuant to the ordinance authorizing the issuance of
such obligation.

“Owner” or “Registered Owner”,” when used with respect to any Revenue Bond shall mean the person or
entity in whose name such Revenue Bond is registered in the registration books kept by the Paying Agent/Registrar.
Any reference to a particular percentage or proportion of the Owners shall mean the Owners at a particular time of the
specified percentage or proportion in aggregate principal amount of all Revenue Bonds then Qutstanding under the
Ordinance,

“Paying Agent/Registrar” iniuially shall mean, for the Series A Notes, Bank of New York, and its successors in
that capacity.

“Person” shall mean any individual, corporation, partnership, limited liability company, joint venture,
associauon, jomnt-stock comparny, trust, umﬂcorporated organization or government or any agency or political
subdivision thereof.

“Pricing Certificate” shall mean a certificate or certificates to be signed by the Authorized Officer containing
the terms and provisions authorized in the Ordinance.

“Principal Installment” shall mean, with respect to Revenue Bonds or a series of Revenue Bonds, any amounts,
including any mandatory sinking fund installments, which are stated to be due or required 1o be made on or with respect
to an Revenue Bond or series of Revenue Bonds, which, when made, would reduce the amount of the Revenue Bond or
series of Revenue Bonds that remain Outstanding or would retire and pay the same in full.

“Prior Lien Bonds” shall mean the Series 1989 Bonds, the Series 1995A Bonds, the Series 1995B Bonds and
Series 2003 Bonds.

“Prior Lien Debt Service Fund” shall mean the debt service fund established and created for the Prior Lien
Bonds pursuant to the Prior Lien Ordinances.



“Prior Lien Debt Service Fund™ shall mean the debt service reserve fund established and created for the Prior
Lien Bonds pursuant to the Prior Lien Ordinances.

“Prior Lien Ordinances” shall mean the ordinances authonizing the Prior Lien Bonds.

“Qualitied Put” shall mean any agreement, however denominated, provided by a qualifying financial institution
(as described in the following sentence) which contractually commits to purchase, upon no more than seven days’
notice, for not less than a stated price any class or amount of investment securities or other authorized investments of
the City at any time that such investment securities or investments must be liquidated in order to make cash transfers
from the fund or account that holds such invesunens. A Qualified Put may be entered into only with a financial
institution which (a} is a domestic bark the long-term debt of which is rated at least “AA” by Standard & Poor’s and
“Aa” by Moody’s , or (b} a foreign bank the long-term debt of which is rated “AAA” by Standard & Poor’s and at least
“Aa” by Moody's , or at least “AA” by Standard & Poor’s and “Aaa” by Moody’s , or (c) a financial institution the long-
term debt of which is rated at least “A” by both Standard & Poor’s and Moody’s and agrees to collateralize its
obligations under such agreement by lodging with a third party trustee, escrow agent, custodian or other financial third
party direct obligations of the United States of America or its agencies with a market value equal to 102% of the
difference between the face amount of its purchase obligation under the agreement and the market value of the
investment securities to which the agreement relates (based upon periodic market valuations at least monthly), or (d} a
financial institution approved by any bond insurer then insuring a series of Prior Lien Bonds. A Qualified Put may be
integrated into any investment authormed under Texas law, such as a repurchase agreement.

“Register” shall mean the books of registration kept by the Paying Agent/Registrar in which are maintained the
names and addresses of and the principal amounts registered to each Owner.

“Renewal and Replacement Fund” shall mean the fund so designated in the Ordinance.

“Renewal and Replacement Fund Requirement” shall mean the amount required to be maintained in the
Renewal and Replacement Fund pursuant 1o the Ordinance, or any greater amount required by any ordinance
authorizing any series of Additional Revenue Notes.

“Revenue Bond Ordinances” shall mean the Note Ordinance, this Ordinance and any ordinances pursuant to
which Additional Revenue Notes are issued.

“Revenue Bonds” shall mean each series of bonds, notes or other obligations, other than Credit Agreement
Obligations, which the City has reserved the right to issue or incur from time to time pursuant to the Ordinance, payable
from and secured by a lien on and pledge of Net Revenues junior and subordinate to the lien and pledge secunng the
Prior Lien Bonds.

“Revenue Fund” shafl mean the fund so designated in the Ordinance.

“Series 1989 Bonds” shall mean the City of Austin, Texas, Airport System Prior Lien Revenue Bonds, Series
1989.

“Series 1995A Bonds” shall mean the City of Austin, Texas, Airport System Prior Lien Revenue Bonds, Series
1995A.

“Series 1995B Bonds” shall mean the City of Austin, Texas, Airport System Prior Lien Revenue Refunding
Bonds, Series 1995B.

“Series 2003 Bonds” shall mean the City of Austin, Texas Airport System Prior Lien Revenue Refunding
Bonds, Series 2003.

“Special Facilities” shall mean structures, hangars, aircraflt overhaul, maintenance or repair shops, heliports,
hotels, storage facilities, garages, inflight kitchens, training facilities and any and all other facilities and appurtenances
being a part of or related 1o the Airport System, the cost of the construction or other acquisition of which is financed
with the proceeds of Special Facilities Bonds.



“Special Facilities Bonds” shall mean those bonds from time 1o time hereafter issued by the City pursuant to
the appropriate provisions of the Ordinance.

“Special Facilities Lease” shall mean any lease or agreement, howsoever denominated, pursuant to which a
Special Facility is leased by the City to the lessee in consideration for which the lessee agrees to pay (1) all debt service on
the Special Faciliies Bonds issued to finance the Special Facility (which payments are pledged to secure the Special
Facilities Bonds) and (i) the operation and maintenance expenses of the Special Facility.

“Standard & Poor’s” shall mean Standard & Poor Ratings Services, A Division of The McGraw-Hill
Companies, Inc., its successors and assigns, and if such entity shall for any reason no longer perform the functions of a
securities rating agency, “Standard & Poor’s” shall be deemed o refer to any other nationally recognized secunities rating
agency designated by the City.

“Subordinate Obligations” shall mean each sertes of bonds, notes or other obligations, including
reimbursement obligations and obligations pursuant to credit agreements and interest rate hedges, which the City has
reserved the right 1o issue or incur from time to time pursuant to the Ordinance as Subordinate Obligations secured in
whole or in part by liens on the Net Revenues that are junior and subordinate to the lien on Net Revenues securing
payment of the Prior Lien Bonds and the Revenue Bonds.

“Swap Agreememt” means a Credit Agreement, approved in writing by the Bond Insurer, with respect to a
series of Revenue Bonds pursuant to which the City has entered into an interest rate exchange agreement or other
mnterest rate hedge agreement for the purpose of converting in whole or in part the City’s fixed or variable interest rate
liability on all or a portion of the Revenue Bonds to a fixed or vaniable rate liability (including converting a variable rate
liability to a different variable rate liability). For the purpose of this definition, a counterparty is not qualified unless it
holds, on the date of execution of a Swap Agreement, a current rating by at least two of the following three rating
agencies: Moody’s Investor Services, Inc., and by Standard & Poor’s Ratings Services, a division of The McGraw-Iill
Companies, Inc., and by Fitch Ratings, or their respective successors, at least equal to the rating of each such rating
agency assigned to the Revenue Bonds without reference to any Credit Agreement. The Series 2005 Swap Agreement
previously executed and delivered by the City constitutes a Swap Agreement under the Ordinance with respect to the
Series A Notes.

“Termination Payment” shall mean an amount owed by the City to a counterparty pursuant to a Swap
Agreement incurred in connection with the termination of such Swap Agreement and which, on the date of execution of
the Swap Agreement, is not an amount representing a regularly scheduled payment thereunder. “Termination Payment”
shall not include any amount representing an Administrative Expense.

* “Variable Rate” shall mean an interest rate borne by the Revenue Bonds that is reset from time to time.
“Variable Rate Bonds” shall mean Revenue Bonds which bear a Variable Rate.
Funds and Flow of Funds

Funds. The Ordinance creates the Revenue Fund, including the Operation and Maintenance Reserve Fund
therein, the Debt Service Fund, the Debt Service Reserve Fund, the Renewal and Replacement Fund, the Capital Fund,
including the Capital Improvement Account therein, and the Construction Fund. The City may create additional
accounts and sub-accounts in any of the funds, including specifically rebate accounts or sub-accounts for accumulating
rebatable arbitrage payable to the federal government, so long as they are not inconsistent with the Ordinance.

The Revenue Fund, including the Operation and Maintenance Reserve Fund, the Renewal and Replacement
Fund, the Capital Fund and the Construction Fund (other than any Capitalized Interest Accounts therein) shall be
maintained as separate funds or accounts on the books of the City and all amounts credited 1o such Funds and Accounts
shall be maintained in an official depository bank of the City. The Prior Lien Debt Service Fund, the Prior Lien Debt
Service Reserve Fund and all Capitalized Interest Accounts established in the Construction Fund for Prior Lien Bonds
and the Debt Service Fund, the Debt Service Reserve Fund and the Administrative Expense Fund shall be maintained at
an official depository bank of the City or in a trustee bank designated by the City separate and apart from all other funds
and accounts of the City. The Debt Service Fund and the Debt Service Reserve Fund shall constitute trust funds which



shall be held in trust for the owners of the Revenue Bonds and the proceeds of which shall be pledged, as provided in
the Ordinance, to the payment of the Revenue Bonds. The Administrative Expense Fund shall constitute trust funds
which shall be held in trust for the payment of Admimistrative Expenses to the Persons entitled thereto.

Flow of Funds. Gross Revenues shall be deposited as received into the Revenue Fund. In addition, the City
may deposit into the Revenue Fund any Federal Payments not restricted for capital purposes, provided that, so long as
such Federal Payments are excluded from the definition of Gross Revenues, such Federal Payments shall be applied
solely to the payment of Operation and Maintenance Expenses or capital expenditures and never constitute Net
Revenues. Other Available Funds may also be deposited into the Revenue Fund. Moneys from time to time credited to
the Revenue Fund shall be applied as follows in the following order of priority:

(a) Eirst, o provide for all payments of Operation and Maintenance Expenses required by the Prior Lien
Ordinances or the Revenue Bond Ordinances.

(b) Second, to transfer all amounts to the Prior Lien Debt Service Fund required by the Prior Lien
Ordinances.

(©) Third, to transfer all amounts to the Prior Lien Debt Service Reserve Fund required by the Prior Lien
Ordinances.

(d Fourth, 1o transfer all amounts to the Debt Service Fund required by the Revenue Bond Ordinances
necessary to pay Debt Service on the Revenue Bonds and any Credit Agreement Obligations refated
thereto.

(e Eifth, 1o transfer all amounts to the Administrative Expense Fund required to pay Admunistrative
Expenses 1o the Persons enutled thereto when due.

03] Sixth, w0 transfer all amounts to the Debt Service Reserve Fund required by the Revenue Bond
Ordinances.

(8) Seventh, 1o transfer all amounts necessary to provide for the payment of Subordinate Obligations, or
to provide reserves for such payment, as may be required by any ordinance authorizing such
Subordinate Obligations and credit agreement obligations related thereto.

(h) Lighth, 1o transfer all amounts necessary 1o provide for the payment of principal of and interest on
General Obligation Airport Bonds.

) Ninth, to transfer all amounts to the Operation and Maintenance Reserve Fund required by the
Revenue Bond Ordinances.

{) Tenth, to transfer all amounts o the Renewal and Replacement Fund required by the Revenue Bond
Ordinances,

(K Eleventh, the balance shall be transferred to the Capital Fund.

Debt Service Fund. On or before the last Business Day of each month so long as any Revenue Bonds
remain Outstanding, after making all required payments of Operation and Maintenance Expenses and all payments and
transfers to the Prior Lien Debt Service Fund and the Prior Lien Debt Service Reserve Fund required by the Prior Lien
Ordinances, there shall be transferred from the Revenue Fund to the Debt Service Fund the amount necessary to cause
the balance in the Debt Service Fund to equal (i) the Debt Service on all Revenue Bonds and Credit Agreement
Obligations accrued, but unpaid, to the end of the current month and the Debt Service on all Revenue Bonds and Credit
Agreement Obligations reasonably expected to accrue and be payable on or before the last Business Day of the next
succeeding month, plus (i} such additional amounts as may be required to be deposited therein pursuant to the Note
Ordinance. Moreys credited to the Debt Service Fund shall be used solely for the purpose of paying Debt Service on
Revenue Bonds and Credit Agreement Obligations.



Debt Service Reserve Fund. 'The City shall establish and maintain as provided in the Ordinance a balance in
the Debt Service Reserve Fund equal to the Debt Service Reserve Fund Requirement. Each increase in the Debt Service
Reserve Fund Requirement resulting from the issuance of Additional Revenue Bonds shall be funded at the time of
issuance and delivery of such series of Additional Revenue Bonds by depositing to the credit of the Debt Service
Reserve Fund either (A} proceeds of such Additional Reverue Bonds and/or other lawfully appropriated funds in not
less than the amount which will be sufficient to fund fully the Debt Service Reserve Fund Requirement or (B) a Debt
Service Reserve Fund Surety Bond sufficient to provide such portion of the Debt Service Reserve Fund Requirement.
The City further expressly reserves the right to substitute at any time a Debt Service Reserve Fund Surety Bond for any
funded amounts in the Debt Service Reserve Fund and to apply the funds thereby released, to the greatest extent
permitted by law, 1o any of the purposes for which the related Revenue Bonds were issued or to pay debt service on the
related Revenue Bonds. The City shall not employ any Debt Service Reserve Fund Surety Bond unless (1) the City
officially finds that the purchase of such Debt Service Reserve Fund Surety Bond is cost effective, (i1} the Debt Service
Reserve Fund Surety Bond does not impose upon the City a repayment obligation (in the event the Debt Service
Reserve Fund Surety Bond is drawn upon) greater than can be funded in eighteen (18) monthly installments as provided
below, payable out of Net Revenues on a parity with the monthly deposits that are otherwise required to be made to the
Debr Service Reserve Fund, and (iit) that any interest due in connection with such repayment obligation does not exceed
the highest lawful rate of interest which may be paid by the City at the time of delivery of the Debt Service Reserve
Fund Surety Bond.

In any month in which the Debt Service Reserve Fund contains less than the Debt Service Reserve Fund
Requirement or in which the City is obligated to repay or reimburse any issuer of a Debt Service Reserve Fund Surety
Bond (in the event such Debt Service Reserve Fund Surety Bond is drawn upon), then on or before the last business day
of such month, after making all required transfers to the Debt Service Fund and the Administrative Expense Fund, there
shall be transferred into the Debt Service Reserve Fund from the Revenue Fund, in approximately equal monthly
installments, amounts sufficient to enable the City within an eighteen (18) month period to reestablish in the Debt
Service Reserve Fund the Debit Service Reserve Fund Requirement and satisfy any repayment obligations to the issuer
of any Debt Service Reserve Fund Surety Bond. After such amount has been accumulated in the Debt Service Reserve
Fund and after satisfying any repayment obligation o any Debt Service Reserve Fund Surety Bond issuer and so long
thereafter as such Fund contains such amount and all such repayment obligations have been satistied, no further
transfers shall be required to be made, and any excess amounts in such Fund shall be transferred to the Revenue Fund.
But if and whenever the balance in the Debt Service Reserve Fund is reduced below such amount or any Debt Service
Reserve Fund Surety Bond repayment obligations anise, monthly transfers to the Debt Service Reserve Fund shall be
resumed and continued in such amounts as shall be required to restore the Debt Service Reserve Fund to such amount
and to pay such reimbursement obligations within an eighteen (18) month period.

The Debt Service Reserve Fund shall be used to pay Debt Service on the Revenue Bonds and the Crednt
Agreement Obligations at any time the amount available in the Debt Service Fund is insufficiert for such purpose, and
to make any payments required to satisfy repayment obligations to issuers of Debt Service Reserve Fund Surety Bonds,
and may be used to make the final payments for the reurement or defeasance of Revenue Bonds, Credit Agreement
Obligations related thereto and Administrative Expenses.

Funds and Accounts for Subordinate Obligations. On or before the last business day of each month, after
making all required transfers to the Debt Service Fund, the Debt Service Reserve Fund and the Administrative Expense
Fund there shall be transferred into such funds and accounts as shall be established for such purpose pursuant to the
ordinance authorizing the issuance or incurrence of Subordinate Obligations, such amounts as shall be required
pursuant to such ordinance to provide for the payment, or to provide reserves for the payment, of the Subordinate
Obligations.

General Obligation Airport Bonds, On or before the last business day of each month, so long as any
General Obligation Airport Bonds rerhain outstanding, after making all required transfers o the Debt Service Fund, the
Debt Service Reserve Fund and any of the aforesaid funds and accours established by ordinance authorizing the
issuance of Revenue Bonds and Subordinate Obligations, there shall be transferred from the Revenue Fund, to the
extent amounts are available therein, such amounts as shall be necessary to provide for the payment, when due, of
principal of and interest on General Obligation Airport Bonds.

Operation and Maintenance Reserve Fund. The City shall fund and maintain a balance of money and
investments in the Operation and Maintenance Reserve Fund at least equal to two (2} months current Operation and



Maintenance Expenses, which amount shall annually be redetermined by the Aviation Director at the time he submits
his recommended budget for the Airport System based upon either his recommended budget for Operation and
Maintenance Expenses or his estimate of actual Operation and Maintenance Expenses for the then currem Fiscal Year.
On or before the last business day of each month, after making all required transfers 1o the Prior Lien Debt Service
Fund, the Prior Lien Debt Service Reserve Fund, the Debt Service Fund, the Debt Service Reserve Fund, and the
Administrative Expense Fund and any required transfers for Revenue Bonds, Subordinate Bonds or General Bond
Airport Bonds as hereinabove provided, there shall be wansterred from the Revenue Fund, to the extent amounts are
available therein, to the Operation and Maintenance Reserve Fund an amount equal to one-twelfth {1/12th} of the
deficiency, if any, therein as of the last day of the previous Fiscal Year until the required balance therein is established or
reestablished. Amounts from time to time credited to the Operation and Maintenance Reserve Fund may be used at any
time first, to pay for any Operation and Maintenance Expenses for which amounts are not otherwise available in the
Operation and Maintenance Fund; second, to pay any costs or expenses payable from the Renewal and Replacement
Fund for which there are insufficient amounts in the Renewal and Replacement Fund; and third, to the extent any
amounts are remaining, t be transferred 1o the Prior Lien Debt Service Fund, the Prior Lien Debt Service Reserve
Fund, and the Debt Service Fund, the Debt Service Reserve Fund, and the Administrative Expense Fund, or any similar
fund created o provide for the payment, and reserves for the pavment, of Subordinate Obligations and General
Obligation Airport Bonds to the extent of any deficiency therein.’

Renewal and Replacement Fund. The City has established the Renewal and Replacememt Fund
Requirement to be $5,000,000. On or before the last business day of each month, if the Renewal and Replacement Fund
contains less than the Renewal and Replacement Fund Requirement, then after making all required transfers to the Prior
Lien Debt Service Fund, the Prior Lien Debt Service Reserve Fund, the Debt Service Fund, the Debt Service Reserve
Fund and the Administrative Expense Fund and any required transfers for Subordinate Obligations or General
Obligation Airport Bonds as hereinabove provided, and to the Operation and Maintenance Reserve Fund, there shall be
transferred from the Revenue Fund, to the extent funds are available therein, to the Renewal and Replacement Fund an
amount equal to one-twelfth (1/12th) of the deficiency (being the amount by which the Renewa) and Replacement Fund
Requirememnt exceeded the unapproprated balance therein) as of the last day of the previous Fiscal Year and, at the
discretion of the City, w0 pay directly from the Revenue Fund any other costs that could be paid from amounts on
deposit in the Renewal and Replacement Fund. Such transfers shall be required to be made into the Renewal and
Replacement Fund until such time as the Renewal and Replacement Fund Requirement has again been accumulated in
the Renewal and Replacement Fund. Amounts from time to time credited to the Renewal and Replacement Fund may
be used at any time first, to pay for any costs of replacing depreciable property and equipment of the Airport System and
making repairs, replacements or renovations of the Airport System; second, to pay any Operation and Maintenance
Expenses for which insufficient amounts are available in the Operation and Maintenance Fund; and third, to the extent
any amounts are remaining, 1o be transferred to the Prior Lien Debt Service Fund, the Prior Lien Debt Service Reserve
Fund, the Debt Service Fund, the Debt Service Reserve Fund and the Administrative Expense Fund or any similar fund
created to provide for the payment, and reserves for the payment, of Revenue Bonds, Subordinate Obligations and
General Obligation Airport Bonds to the extent of any deficiency therein,

Capital Fund. After making all payments and transfers hereinabove required, not less frequently than annually
all amounts remaining in the Revene Fund shall be transferred o the Capital Fund; provided, however, that no
transfers shall be made to the Capital Fund unless the Prior Lien Debt Service Reserve Fund contains the Prior Lien’
Debt Service Reserve Fund Requirement and the Debt Service Reserve Fund contains the Debt Service Reserve Fund
Requirement. Amounts credited to the Capital Improvement Account may be used only for lawful purposes relating to
the Airport System, including without limitation, 10 pay for any capital expenditures or 10 pay costs of replacing any
depreciable property or equipment of the Airport System, to make any major or extraordinary repairs, replacements or
renewals of the Airport System, to acquire land or any interest therein, to pay costs necessary or incident to the closing
or disposition of any facility of the Airport System and, at the City’s discretion, 1o be designated as Other Available
Funds 1o be transferred to the Revenue Fund.

Construction Fund. From the proceeds of each series of Prior Lien Bonds (other than the Series A Notes or
other Refunding Revenue Bonds) there shall be deposited into the Capitalized Imterest Account established in the
Construction Fund for such series the amount of capialized interest required by the ordinance authorizing issuance of
such series of Revenue Bonds. Such amounts may be applied to pay interest on such series of Revenue Bonds as
provided in such ordinance.



From the proceeds of each series of Revenue Bonds {other than the Series A Notes or other Refunding
Revenue Bonds) there shall be deposited into the applicable Project Account established in the Construction Fund such
amounts as shall be provided in the ordinance authorizing such series of Revenue Notes. Such amounts may be applied
to pay costs of establishing, improving, enlarging, extending and repairing the Airport System or any project to become
part of the Airport System, to reimburse advances made by the City for such costs, to pay costs of issuance of Revenue
Bonds and to pay any other capital costs of the Airport System as provided i the ordinance authonzmg such senes of
Revenue Bonds.

Mueller Airport Disposition Fund. In connection with the issuance of the Series 1995A Bonds and the
Series 1995B Bonds which are no longer outstanding, the City established the Mueller Disposition Fund for the purpose
of paying or reimbursing costs and expenses incurred by the City necessary or incident to the closing of Robert Mueller
Municipal Airport for aviation purposes and the disposition of the Mueller Airport Property. Subsequent to the issuance
of the Sertes 1995A Bonds and the Series 1995B Bonds and the opening of the Airport, the Robert Mueller Municipal
Alrport was closed for aviaton purposes and the Mueller Airport Property was transferred out of the Airport System
and 1s no longer part of the Airport System. In connection with the transfer of the Mueller Airport Property, the City
deposited certain funds into the Mueller Disposition Fund. Such funds, together with any other amounts deposited into
the Mueller Disposition Fund, may be used for the payment or reimbursement of all costs and expenses incurred by the
Civy necessary or incident to the closing of Robert Mueller Municipal Airport to aviation purposes and the disposition of
the Mueller Airport Property. Any amounts thereafter remaining, if any, will be transferred to the City’s aviation
department.

Investment of Funds; Transfer of Investment Income. Money in all Funds and Accounts shall, at the
opuion of the City, be invested in the manner provided by Texas law; provided, that all such deposits and mvestments
shall be made in such manner that the money required to be expended from any Fund will be available at the proper
time or times. Moneys in such Funds and Accounts may be subjected to further investment restrictions imposed from
tme to time by ordinance authorizing the issuance of Additional Revenue Bonds and Subordinate Obligations. All such
investments shall be valued no less frequently than once per Fiscal Year at market value, except that (1) any direct
Obligations of the United States of America - State and Local Government Series shall be continuously valued at their
par value or principal face amount, and (ii) any investments which are subject to a Qualified Put may continuously be
valued at the amount at which they can be put or sold under the terms of such Qualfied Put. For purposes of
maximizing investment returns, money in such Funds may be invested, together with money in other Funds or with
other money of the City, in common investments or in a common pool of such investments maintained by the Gty at an
official depository of the City or in any fund or investment vehicle permitted by Texas law, which shall not be deemed to
be a loss of the segregation of such money or Funds provnded that safekeeping receipts, centificates of participation or
other documents clearly evidencing the investment or investment pool in which such money is invested and the share
thereof purchased with such money or owned by such Fund are held by or on behalf of each such Fund. If and to the
extent necessary, such investments or participations therein shall be prompitly sold 1o prevent any default.

All interest and income derived from deposits and investments credited o any of the following funds and
accounts shall be applied as follows, except as provided in the following paragraph.

Source of Interest or Income nd or Account to which suc r Income
be Credited

Revenue Fund Remains in Revenue Fund

Prior Lien Debt Service Fund and Debt Service Fund Revenue Fund

Prior Lien Debt Service Reserve Fund and Debt Service Remains in fund until the applicable Debt Service Reserve

Reserve Fund Fund Requirement is satisfied; thereafter to the Revenue
Fund

Administrative Expense Fund Revenue Fund

Operation and Maintenance Reserve Fund Remains in fund until fully funded; thereafter, to the



Revenue Fund

Renewal and Replacerment Fund Remains in fund until Renewal and Replacement Fund
Requirement is met; thereafter, to the Revenue Fund
Capital Fund - Capital Improvement Account Remains in the fund or in the appropnate fund or account
) therein

Any interest and income derived from deposits and investments of any amounts credited 1o any fund or
account may be (i) transferred into any rebate account or subaccount and (i) paid to the federal government if in the
opinion of nationally recognized bond counsel such payment is required to comply with any covenant contained in the
Ordinance or required in order to prevent interest on any Series A Notes payable from Net Revenues from being
includable within the gross income of the Owners thereof for federal income tax purposes.

So long as any Prior Lien Notes rematn Cutstanding, all uninvested moneys on deposit in, or credited to, the
Revenue Fund, the Debt Service Fund and the Debt Service Reserve Fund shall be secured by the pledge of security, as
provided by Texas law.

Additional Bonds

Additional Revenue Bonds. The City reserves the right to issue, for any lawful Airport System purpose, one
or more installments of Additional Revenue Bonds payable from and secured on a parity with the Qutstanding Revenue
Bonds; provided, however, that no such Additional Revenue Bonds shall be issued unless:

€Y No Default. The City Manager and the Aviation Director certify that, upon the issuance of such
Additional Revenue Bonds, the City will not be in default under any term or provision of any Reverue
Bonds then Qutstanding or any ordinance pursuant to which any of such Prior Lien Bonds or
Revenue Bonds were issued unless such default will be cured by the issuance of such Additional
Revenue Bonds.

{b) DProper Fund Balances. The City’s Chief Financial Officer or trustee, if one has been appointed, shall
certify that, upon the issuance of such Additional Revenue Bonds, the Debt Service Fund and the
Prior Lien Debt Service Fund wilt have the required amounts on deposit therein and that the Debt
Service Reserve Fund and the Prior Lien Debt Service Reserve Fund will contain the applicable Debt
Service Reserve Fund Requirement or so much thereof as is required to be funded at such time.

(© Projected Coverage for Additional Revenue Bonds. An Airport Consultart provides a written report
setting forth projections which indicate that the estimated Net Revenues, together with the estimated
Other Available Funds, of the Airport System for each of three (3) consecutive Fiscal Years beginning
in the earlier of

{1 the first Fiscal Year following the estimated date of completion and initial use of all revenue
producing facilities to be financed with Additional Revenue Bonds, based upon a certified
written estimated completion date by the consuling engineer for such facility or facilities, or

(i) the first Fiscal Year in which the City will have scheduled payments of interest on or
principal of the Additional Revenue Bonds to be issued for the payment of which provision
has not been made as indicated in the report of such Airport Consultant from proceeds of
such Addirional Revenue Bonds, investment income thercon or from other appropriated
sources {other than Net Revenues),

are equal to at least 125% of the Debt Service Requirements on all outstanding Prior Lien Bonds and
Revenue Bonds scheduled to occur during each such respective Fiscal Year after taking into
consideration the additional Debt Service Requirements for the Additional Revenue Bonds 1o be
issued. '



: ag Ad Is. In lieu of the certificarion described in (c) above,
the Clty's Chlef Fmancml Officer may provlde a cemflcate showing that, for either the City’s most
recent complete Fiscal Year or for any consecutive 12 out of the most recent 18 months, the Net
Revenues, together with Other Available Funds, of the Airport System were equal to at least 125% of
the maximum Debt Service Requirements on all Prior Lien Bonds and Revenue Bonds scheduled to
occur in the then current or any future Fiscal Year after taking into consideration the issuance of the
Additional Revenue Bonds proposed o be issued.

)

(&) Refunding Bonds. If Additional Revenue Bonds are being issued for the purpose of refunding less
than all previously issued Prior Lien Bonds or Revenue Bonds which are then Qutstanding, neither of
the cerufications described in (c) or (d) above are required so long as the maximum annual Debt
Service Requirements in any Fiscal Year after the issuance of such Additional Revenue Bonds wll not
exceed the maximum annual Debt Service Requirements in any Fiscal Year prior to the issuance of
such Additional Revenue Bonds.

(f) Bond Ordigance Reguirements. Provision is made in the Revenue Bond Ordinances authorizing the
Additional Revenue Bonds proposed to be issued for (1) additional payments into the Debt Service
Fund sufficient to provide for any principal and interest requirements resulting from the issuance of
the Additional Revenue Bonds including, in the event that interest on the additional series of Revenue
Bonds is capitalized and/or to be paid from investment earnings, a requirement for the transfer from
the capitalized interest fund or account and/or from the construction fund to the Debt Service Fund
of amounts fully sufficient to pay interest on such Additional Revenue Bonds during the period
specified in the Revenue Bond Ordinances, and (2) sausfaction of the Debt Service Reserve Fund
Requirement by not later than the date required by the Ordinance or any other Revenue Bond
Ordinance authonzing such Additional Revenue Bonds.

® Special Provisions for Completion Bonds. The provisions of paragraphs (c) and (d) above shall not
apply to the issuance of Completion Bonds in accordance with the provisions of the Ordinance.

Completion Bonds. The City reserves the right 1o issue one or more series of Revenue Bonds to pay the cost
of completing any Project for which Revenue Bonds have previously been issued.

Prior to the issuance of any series of Completion Bonds the City must provide, in addition 1o all of the
applicable cenificates required above {or the issuance of Additional Prior Lien Bonds, the following documents:

(@ a certificate of the consulting engineer engaged by the City to design the Project for which the
Completion Bonds are to be issued stating that such Project has not matenally changed in scope since
the issuance of the most recent series of Prior Lien Bonds or Revenue Bonds for such purpose
{except as permirted in the applicable ordinance authorizing such Prior Lien Bonds or Revenue
Bonds) and seuing forth the aggregate cost of the Project which, in the opinion of such consultng
engineer, has been or will be incurred; and

(b) a certificate of the Aviation Director (i} stating that all amounts allocated to pay costs of the Project
from the proceeds of the most recent series of Prior Lien Bonds or Revenue Bonds issued in
connection with the Project for which the Completion Bonds are being issued were used or are sull
available to be used to pay costs of such Project; (i) containing a calculation of the amount by which
the aggregate cost of that Project (furnished in the consulting engineer’s certificate described above)
exceeds the sum of the costs of the Project paid to such date plus the moneys available at such date
within any construction fund or other hke account applicable 1o the Project plus any other moneys
which the Aviation Director, in his discretion, has determined are available to pay such costs in any
other fund; and (i) certifying that, in the opinion of the Aviation Director, the issuance of the
Completion Bonds is necessary to provide funds for the completion of the Project.

For purposes of this Section, the term “Project” shall mean the Airport or any other Airport System facility or

project which shall be defined as a Project in any ordinance authorizing the issuance of Additional Prior Lien Bonds or
Additional Revenue Bonds, as applicable, for the purpose of financing such Project. Any such ordinance may contain
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such further provisions as the City shall deem appropriate with regard to the use, completion, modification or
abandonment of such Project.

Subordinate Obligations. The City reserves the right to issue or incur, for any lawful Airport System
purpose, Subordinate Obligations and Credit Agreement Obligations related thereto, secured in whole or in part by hens
on the Net Revenues that are junior and subordinate to the liens on Net Revenues securing payment of the Prior Lien
Bonds and Revernue Bonds. Although herein referred to as “Subordinate Obligations,” such Subordinate Obligations
may bear any name or designation provided by ordinance authorizing their issuance or incurrence. Such Subordinate
Obligations may be further secured by any other source of payment lawfully available for such purposes. Unless
expressly provided herein to the contrary, no default with respect to a Subordinate Obligation shall consutute a default
hereunder. .

Special Facilities Bonds. The City reserves the right in the Ordinance to issue from time to time, in one or
more series, Special Facilities Bonds to finance and refinance the cost of any Special Facilities, including all reserves
required therefor, all related costs of issuance and other amounts reasonably relating thereto, provided that such Special
Facilities Bonds shall be payable solely from payments by lessees under Special Facilities Leases and/or other security
not provided by the City. In no event shall Gross Revenues or any other amounts held in any other fund or account
maintained by the City as security for the Prior Lien Bonds, the Revenue Bonds or for the construction, operation,
maintenance or repair of the Airport System be pledged to the payment of Special Facilities Bonds. Unless expressly
provided in the Ordinance to the contrary, no default with respect to a Special Facilities Bond shall constitute a default
under the Ordinance.

Credit Agreements. To the fullest extent permitted by applicable law, the City expressly reserves the night to
enter into Credit Agreements in connection with any series of Revenue Bonds and to pledge to and secure the payment
of related Credit Agreement Obligations from Net Revenues and the various funds and accounts established or referred
to in the Ordinance to the extent permitted by the Ordinance, the Prior Lien Ordinances, the Note Ordinance and any
of the City’s other ordinances authorizing the issuance of Additional Revenue Bonds and to emter into credit agreements
in connection with any series of Subordinate Obligations.

No Prior Lien Bonds to be Issued. The City covenants and agrees in the Ordinance that on and after the
delivery date of the Series A Notes the City will not issue Additional Prior Lien Bonds, as defined in the Prior Lien
Ordinances.

Particular Covenants

Annual Budget. So long as any Revenue Bonds or Credit Agreement Obligations remain Outstanding, the
Aviation Director shall, prior to the commencement of each Fiscal Year, prepare and deliver to the chief budget officer
of the City, for submission to the City Council, a recommended annual budget for the Airport System for such Fiscal
Year. The City shall adopt annual budgets for the Airport System for each Fiscal Year, each of which shall contain an
estimate of Gross Revenues and only such budgeted expenditures as will produce Net Revenues in an amount that, after
making all deposits and payments required by the Prior Lien Ordinances, is not less than the amount necessary to pay
the Debt Service and Administrative Expenses when due and make the required deposits to the Debt Service Reserve
- Fund. After the adopuon of the annual Airport System budget by the City, the total expenditures for Operation and
Maintenance Expenses will not exceed the total expenditures authorized for such purposes by such budget, as it may
from time to time be amended.

Rate Covenant. The City covenants that it will at all times fix, charge, impose and collect rentals, rates, fees
and other charges for the use of the Airport System, and, to the extent it legally may do so, revise the same as may be
necessary or appropriate, in order that in each Fiscal Year the Net Revenues will be at least sufficient to equal the larger
of either: :

(i all amounts required to be deposited in such Fiscal Year to the credit of the Prior Lien Debt Service
Fund, the Prior Lien Debt Service Reserve Fund, the Debt Service Fund, the Debt Service Reserve
Fund, and the Administrative Expense Fund and 1o any debt service or debt service reserve fund or
account for Subordinate Obligations, or



(1) an amount, together with Other Available Funds, not less than 125% of the Debt Service
Requirements for Prior Lien Bonds and Revenue Bonds for such Fiscal Year plus an amount equal 10
100% for anticipated and budgeted Administrative Expenses for such Fiscal Year.

If the Net Revenues in any Fiscal Year are less than the amounts specified above, the City, promptly upon
receipt of the annual audit for such Fiscal Year, must request an Airport Consultant to make its recommendations, if
any, as to a revision of the City’s rentals, rates, fees and other charges, its Operation and Maintenance Expenses or the
method of operation of the Airport System in order to satisfy as quickly as practicable the foregoing requirements.
Copies of such request and the recommendations of the Airport Consultant shall be filed with the City Clerk. So long as
the City substantially complies in a timely fashion with the recommendations of the Airport Consultant, the City will not
be deemed to have defaulted in the performance of its duties under the Ordinance even if the resulting Net Revenues
plus Other Available Funds are not sufficient to be in compliance with the covenant set forth above, so long as the Debt
Service is paid when due.

Sale or Encumbrance of Airport System. Except for the use of the Airport System or services pertaining
thereto in the normal course of business, the City covenants that neither all nor a substantial part of the Airport System
shall be sold, leased, mongaged, pledged, encumbered, alienated, or otherwise disposed of until all Revenue Bonds,
Credit Agreement Obligations and Adminiswrative Expenses have been paid in full, or unless provision has been made
therefor, and the City shall not dispose of its title to the Airport System or to any useful part thereof, including, without
himmation, any property necessary to the operation and use of the Alrport System, except for the execution of leases,
licenses, easements, or other agreements in connection with the operation of the Airport System by the City, or in
connection with any Special Facilities thereat, except for any pledges of and liens on revenues derived from the
operation and use of the Airport System, or any part thereof, or any Special Facilities pertaining thereto, for the payment
of Revenue Bonds, Credit Agreement Obligations and Administrative Expenses, Special Facilities Bonds and any other
obligations pertaining to the Airport System, and except as otherwise provided in the next two paragraphs.

The City may sell, exchange, lease, or otherwise dispose of, or exclude from the Airport System, any property
constituting a part of the Airport System which the Aviation Director certifies (i) to be no longer useful in the
construction or operation of the Airport System, or (i) to be no longer necessary for the efficient operation of the
Airport System, or (u1) to have been replaced by other property of at least equal value. The net proceeds of the sale or
disposition of any Airport System property {(or the fair market value of any property so excluded) pursuant to this
paragraph shall be used for the purpose of replacing properties at the Airport System, shall be paid into the Capital Fund
- Capital Improvement Account or shall be applied to retire or pay principal of or interest on Revenue Bonds.

Nothing herein prevents any transfer of all or a substantial part of the Airport System to another body
corporate and politic (including, but not necessarily limited to a joint action agency or an airport authonty) which
assumes the City’s obligations under the Ordinance and in any ordinance authonzing the issuance of Revenue Bonds,
wholly or in part, if, (i) in the written opinion of the Airport Consultant, the ability to meet the rate covenant and other
covenants under the Ordinance and in any ordinance authorizing the issuance of Revenue Bonds, are not matenally and
adversely affected and (i) in the written opinion of nationally recogmzed bond counsel, such transfer and assumption
will not cause the interest on any Revenue Bonds that were issued as “tax-exempt bonds” within the meaning of the
regulations promulgated under the Code 1o be includable in gross income of the Owners thereof for federal income tax
purposes. In such event, following such transfer and assumption, all references to the City, any City officials, City
Ordinance, City budgetary procedures and any other officials, actions, powers or characteristics of the City shall be
deemed references to the transferee entity and comparable officials, actions, powers or characieristics of such entity. In
the event of any such transfer and assumption, nothing herein shall prevent the retention by the City of any facility of
the Airport System if, in the written opinion of the Airport Consultant, such retention will not materially and adversely
affect nor unreasonably restrict the wransferee entity’s ability o comply with the requirements of the rate covenant :md
the other covenants of the Ordinance and in any other Revenue Bond Ordinance.

Insurance. The City covenants and agrees that it will keep the Airport System insured with insurers of good
standing against nsks, accidents or casualties against which and to the extent cmtomanly insured against by poliucal
subdivisions of the State of Texas operating similar properties, to the extent that such insurance is available; provided,
however, that if any such insurance is not commerc1aﬂy available or not available on more favorable economic terms, the
City may elect 1o be self insured in whole or in part against the risk or loss that would otherwise be covered by such
insurance, in which case the City will establish reserves for such risk or loss in amounts the City determines 0 be
appropriate. All net proceeds of property or casualty insurance shall be applied 1o repair or replace the insured property
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that is damaged or destroyed or to make other capital improvements to the Airport System or to redeem Prior Lien
Bonds or Revenue Bonds. Proceeds of business interruption insurance may be credited to the Revenue Fund.

Accounts, Records, and Audits. The City covenants and agrees that it will maintain a proper and complete.
system of records and accounts pertaining to the Gross Revenues and the operation of the Airport System in which full,
true and proper entries will be made of all dealings, transactions, business and affairs which in any way affect or pertain
to the Gross Revenues and the Airport System. The City shall, after the close of each of its Fiscal Years, cause an audit
report of such records and accounts to be prepared by an independent certified public accountant or independent firm
of certified public accountants, which may be part of an overall audit report of the City and/or other of 1s enterprise
funds. All expenses of obtaining such reports shall constitute Operation and Maintenance Expenses of the Airport
System.

Bondholders’ Remedies. The QOrdinance shall constitute a contract between the City and the Owners of the
Revenue Bonds and the holders of Credit Agreement Obligations related thereto from time to time outstanding and the
Ordinance shalt be and remain irrepealable until the Revenue Bonds, the Credit Agreement Obligations related thereto
and Administrative Expenses shall be fully paid or discharged or provision therefor shall have been made as provided
herein. In the event of a default in the payment of the Debt Service on any of the Revenue Bonds or Credit Agreement
Obligations or a default in the performance of any duty or covenant provided by law or in this Ordinance, the Owner or
Owmers of any of the Revenue Bonds, and the holders of any Credit Agreement Obligations and the Persons to whom
Administrative Expenses are owed may pursue all legal remedies afforded by the Constitution and laws of the State of
Texas 1o compel the City to remedy such default and to prevent further default or defaults. Without in any way limiting
the generality of the foregoing, it is expressly provided that any Owner of any of the Revenue Bonds or holder of Credit
Agreement Obligations or Person to whom Administrative Expenses are owed, may at law or in equity, by sui, action,
mandamus, or other proceedings, enforce and compel performance of all duties required to be performed by the City
under the Ordinance, including the making of reasonably required rates and charges for the use and services of the
Airport System, the deposit of the Gross Revenues into the special funds herein provided, and the application of such
Gross Revenues in the manner required in the Ordinance.

Legal Holidays. If any date on which a payment of Debt Service is due is not a Business Day, such payment
need not be made on such date but may be made on the next succeeding Business Day with the same force and effect as
if made on the date of scheduled payment of Debt Service.

Discharge By Deposit

The City may discharge its obligations to the Owners of any or all of the Series A Notes to pay Debt Service
thereon, or any portion thereof, by depositing with the Paying Agent/Registrar cash in an amount equal to such Debt
Service of such Series A Notes to the date of maturity or redemption (assuming, for any period thar the interest thereon
is subject to adjustment, thart such Series A Notes shall bear interest at the Maximum Rate), or any portion thereof to be
discharged, or by depositing either with the Paying Agent/Registrar or with any national banking association with capital
and surplus in excess of $100,000,000, pursuant to an escrow or trust agreement, cash and/or Defeasance Obligations in
principal amounts and maturities and bearing interest at rates sufficient to provide for the tmely payment of Debt
Service on the Series A Notes to the date of matunty or redemption or any portion thereof to be discharged. Upon such
deposit, such Series A Notes, or any portion shall no longer be regarded to be Outstanding or unpaid. In case any
Series A Notes are to be redeemed on any date prior to their maturity, the City shall give to the Paying Agent/Registrar
irrevocable instructions to give notice of redemption of Series A Notes to be so redeemed in the manner required in the
Ordinance.

Amendments

Alteration of Rights and Duties. The rights, duties, and obligations of the City and the Owmers of the Series
A Notes and the holders of Credit Agreement Obligations related to the Series A Notes, and Persons to whom
Administrative Expenses are owed, are subject in all respects to all applicable federal and state laws including, without
limitation, the provisions of federal law regarding the composition of indebtedness of political subdivisions, as the same
now exist or may hereafter be amended.



Amendment of Ordinance Without Consent. The City may, without the consent of or notice to any of the
Owners of the Series A Notes but with the consent of the Bond Insurer, amend the Ordinance for any one or more of
the following purposes:

{a) to cure any ambiguity, defect, omission or inconsistent provision in the Revenue Bond Ordinances or
in the Revenue Bonds; or to comply with any applicable provision of law or regulation of Federal
agencies; provided, however, that such action shall not adversely affect the interests of the Owners of
the Revenue Bonds;

(b) to change the terms or provisions of the Ordinance to the extent necessary to prevent the interest on
the Revenue Bonds from being includable within the gross income of the Owners thereof for federal
income tax purposes;

() to grant to or confer upon the Owners of the Revenue Bonds any additional rights, remedies, powers
or authority that may lawfully be granted to or conferred upon the Owners of the Revenue Bonds;

(d) to add to the covenants and agreements of the City contained in the Revenue Bond Ordinances other
covenants and agreements of, or conditions or restrictions upon, the City or to surrender or eliminate
any right or power reserved to or conferred upon the City in the Ordinance;

(e) to amend any provisions of the Ordmance relaung 1o the issuance of Revenue Bonds and Subordimate
Obligations or the incurrence of and security for reimbursement obligations in connection therewith
so long as to do so does not cause any reduction in any rating assigned to the Quistanding Revenue
Bonds by any nationally recognized rating agency then rating any series of Revenue Bonds;

8] to subject to the lien and pledge of the Revenue Bond Ordinances additional Net Revenues which
may include revenues, properties or other collateral;

() to amend the undertaking contained in Article Thirteen of the Ordinance to the extent permitted in
such Article; and

(h) to amend the provisions of Article Twelve of the Ordinance to the extent permitted in such Article.

Amendments of Ordinance Requiring Consent. The City may at any time adopt one or more ordinances
amending, modifying, adding to or eliminating any of the provmons of the Ordinance b, if such amendment is not of
the character described above, only with the consent given in accordance with the Ordinance of not less than 66-2/3%
of the Owner or Owners of the aggregate unpaid principal amount of the Revenue Bonds then QOutstanding and affected
by such amendment, modification, addition, or elimination; provided, however, that nothing in this paragraph shall
permit (a) an extension of the maturity of the principal of or interest on any Revenue Bond issued hereunder, or (b} a
reduction in the principal amount of any Revenue Bond or the rate of interest on any Revenue Bond, or {¢) a privilege or
priority of any Revenue Bond or Revenue Bonds over any other Revenue Bond or Revenue Bonds, or {d) a reduction in
the percentage of aggregate principal amount of the Revenue Bonds required for consent to such amendment.

Consent of Owners. Any consent required by the preceding paragraph hereof by any Owner shall be in
writing, may be in any number of concurrent writings of similar tenor, and may be signed by such Owner or his duly
authorized attorney. Proof of the execution of any such consent or of the writing appointing any such attorney and of
the ownership of Revenue Bonds, if made in the following manner, shall be sufficient for any of the purposes of the
Revenue Bond Ordinances, and shall be conclusive in favor of the City with regard to any action taken, suffered or
omutted to be taken by the City under such instrument, namely:

(a) The fact and date of the execution by any person of any such writing may be proved by the certificate
of any officer in any jurisdiction who by law has power to take acknowledgments within such
jurisdiction that the person signing such writing acknowledged before him the execution thereof, or
by affidavit of any witness to such execution.



(b} The fact of the ownership by any person of any Revenue Bond and the date of the ownership of same
may be proved by a certificate executed by an approprate officer of the Paying Agent/Registrar,
stating that at the date thereof such Revenue Bond was registered in the name of such party in the
Register.

In lieu of the foregoing the City may accept such other proofs of the foregoing as it shall deem approprate.

Consents required pursuant to the subsection titled “Amendments of Ordinance Requiring Consent” shall be
valid only if given following the giving of notice by or on behalf of the City requesting such consent and setting forth the
substance of the amendment of the Ordinance in respect of which such consent is sought and stating that copies thereof
are available at the office of the City Clerk for inspection. Such notice shall be given by certified mail to each Registered
Owner of the Revenue Bonds affected at the address shown on the Register.

No amendment or supplement to the Ordinance shall be effective unless and umtil the Bond Insurer shall have
consented thereto in writing.

Revocation of Consent. Any consent by any Owner of a Revenue Bond shall be irrevocable for a period of
eighteen (18) months from the date of mailing of the notice provided for in the Ordinance, and shall be conclusive and
binding upon all future Owners of the same Revenue Bond and any Revenue Bond delivered on transfer thereof or in
exchange for or replacement thereof during such period. Such consent may be revoked at any tume after eighteen (18}
months from the date of the first mailing of such notice by the Owner who gave such consent or by a successor in title,
by filing notice thereof with the Paying Agent/Registrar, but such revocation shall not be effective if the Owners of a
majority in aggregate principal amount of the Revenue Bonds Qurtstanding as in the Ordinance defined have, prior to the
attempted revocation, consented to and approved the amendment.

Use of Passenger Facility Charges

The City covenants and agrees, for the benefit of the Owners of the Revenue Bonds, that during each Fiscal
Year the City will set aside from any passenger facility charges imposed by the City on enplaned passengers the lesser of
(i) such passenger facility charges imposed and collected by the City or {ii) $4.50 derived from each passenger facility
charge so imposed and collected by the City for the payment of debt service on the Prior Lien Bonds and the Revenue
Bonds in the following Fiscal Year, unless the City receives a report from an Airport Consultant showing that an
alternative use of all or a portion of such passenger facility charges will not reduce the forecast coverage of Debt Service
Requirements by forecast Net Revenues dunng the following Fiscal Year (or such longer forecast period as may be
covered in the Airport Consultant’s Report) to less than 125%.
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STATE STREET.

Information Concerning State Street Bank and Trust Company

State Street Bank and Trust Company (the “Bank™) is a wholly-owned subsidiary of State Street Corporation
(the “Corporation™). The Corporation {(NYSE: STT) is a leading specialist in providing institutional investors
with investment servicing, investment management and investment research and trading. With $15.30 trillion
in assets under custody and $1.98 trillion in assets under management, the Corporation operates in 26
countries and more than 100 markets worldwide. The assets of the Bank at December 31, 2007 accounted for
approximately 94% of the consolidated assets of the Corporation. At December 31, 2007, the Corporation
had total assets of $142.54 billion, total deposits (including deposits in foreign offices) of $95.79 billion,
total loans and lease finance assets net of unearmed income, allowance and reserve for possible credit losses
of approximately $15.8 billion and total equity capital of $11.30 billion.

The Bank’s Consolidated Reports of Condition for Insured Commercial and State Chartered Savings Banks
FFIEC 031 for December 31, 2007, as submitted to the Federal Reserve Bank of Boston, are mcorporated by
reference in this Appendix and shall be deemed to be a part hereof.

In addition, all reports filed by the Bank pursuant to 12 U.S.C. §324 after the date of this Reoffering Circular
shall be deemed to be incorporated herein by reference and shall be deemed to be a part hereof from the date
of filing of any such report.

Additional information, including financial information relating to the Corporation and the Bank is set forth
in the Corporation’s Annual Report or Form 10-K for the year ended December 31, 2007. The annual
report can be found on the Corporation’s web site, www.statestreet.com. Such report and all reports
filed by the Corporation pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended,
after the date of this Reoffering Circular are incorporated. herein by reference and shall be deemed a part
hereof from the date of filing of any such report. The Credit Agreement is an obligation of the Bank and not
of the Corporation.

Any statement contained in any document incorporated or deemed to be incorporated by reference herein
shall be deemed to be modified or superseded for purposes of this Reoffering Circular to the extent that a
statement contained herein or in any subsequently filed document that also is or is deemed to be incorporated
by reference herein modifies or supersedes such statement. Any statement so modified or superseded shall
not be deemed, except as so modified or superseded, to constitute a part of this Reoffering Circular.

The Bank hereby undertakes to provide, without charge to each person to whom a copy of this Reoffering
Circular has been delivered, on the written request of any such person, a copy of any or all of the documents
referred to above which have been or may be incorporated in this Reoffering Circular by reference, other
than exhibits to such documents. Written requests for such copies should be directed to Investor Relations,
State Street Corporation, One Lincoln Street, Boston, Massachusetts 02111, telephone number
617-786-3000.

Neither the Bank nor its affiliates make any representation as to the contents of this Reoffering Circular
(except as to this Appendix to the extent it relates to the Bank), the suitability of the Bonds for any investor,
the feasibility or performance of any project or compliance with any securities or tax laws or regulations.



